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Steel can do almost any job well. It provides 
strength and ruggedness in Army field kitchens. It 
will also give strength, beauty and usefulness to 
your all-steel kitchen after the war. Steel is ideally 
suited to the design of modern kitchens that save 
steps, increase efficiency. Better steels will be avail- 
able then, too (many of them developed for war in 
United States Steel laboratories). All marked with 
that dependable guide to good steel, the U:S:S Label. 











UNITED STATES STEEL 


AMERICAN BRIDGE COMPANY + AMERICAN STEEL & WIRE ‘COM- 
PANY + CARNEGIE-ILLINOIS STEEL CORPORATION +» COLUMBIA 
STEEL COMPANY + CYCLONE FENCE DIVISION + FEDERAL 
SHIPBUILDING & DRY DOCK COMPANY NATIONAL TUBE 
COMPANY - OIL WELL SUPPLY COMPANY - TENNESSEE COAL, 
IRON & RAILROAD COMPANY +: UNITED STATES STEEL EXPORT 
COMPANY UNITED STATES STEEL PRODUCTS COMPANY 
UNITED STATES STEEL SUPPLY COMPANY ~+ UNIVERSAL ATLAS 
CEMENT COMPANY - VIRGINIA BRIDGE COMPANY 


ee et et ft 


__~_ . 9 tent.  £zheol 


ee 




















ie 
RT 


VY 
AS 











THE MAGAZINE OF 


WALL STREET 
and BUSINESS ANALYST 


Member of Audit Bureau of Circulations 
Volume 76, No. 13 September 29, 1945 


The Ticker Publishing Company is affiliated by common ownership with the 
Investment Management Service and with no other organization. It pub- 
lishes The Magazine of Wall Street and Business Analyst, issued bi-weekly; 
The Investors Guide, Adjustable Stock Ratings, issued monthly; and The In- 
vestment and Business Forecast, issued weekly. Neither the Ticker Publishing 
Company nor any affiliated service or publication has anything for sale but 
information and advice. No securities or funds are handled under any circum- 
stances for any client or subscriber. 


CONTENTS 


















































The Trend of Events 687 
As I See It! By Robert Guise 689 
Today’s Market In Relation to Investment Values. 

By A. T. Miller 690 
Postwar Markets Over Past Century 692 
Corporate Earnings in Our Transitional Economy. 

By E. A. Krauss 694 
Looking Ahead to Foreign Trade. By John Dana 697 
Happenings in Washington. By E. K. T 700 
As We Go to Press 701 
As We Enter An Age of Speculative Investment. 

By H. S. Coffin 703 
Will Commodities Again Reflect World Markets? 

By H. M. Tremaine 706 
Analysis of C. & O. Merger Plan. By Roger Carleson..ecesen 708 
Investment Audit of Technicolor. By George W. Mathis... 710 


Realistic Survey of the Radio Industry. By Edwin A. Barnes... 712 


Postwar Potentials of Frozen Food Industry. 

















By Richard Colston 715 
How Companies Fare Under War Contract Cancellation. 

By Warren Beecher 717 
Opportunities for Income and Appreciation in Bonds and 

Preferred Stocks. By Jackson D. Norwo0d eres 719 
For Profit and Income 720 
Answers to Inquiries 722 
Keeping Abreast of Industrial and Company Changes. 723 
The Business Analyst 725 


Cover: Freighter Loading Cargo at South Boston—Cushing Photo 





coeares, 1945, by the Ticker Publishing Co., Inc., 90 Broad St., New York 4, N. Y. 

C. G. Wyckoff, President and Treasurer; E, A. Krauss, Managing Editor; Eugene J. Folev, 
Vice President; Arthur G. Gaines, Secretary; John R. Pearson, Magazine Production Man- 
ager. The information herein is obtained fom reliable sources and while not guaranteed we 
believe it to be accurate. Single copies on newsstands in U. S. 50 cents, Canada, 55 cents. 
Place a standing order with your newsdealer and he will secure copies regularly. Entered as 
second-class a January 30, 1915, at P. O. New York, Act of March 3, 1879. Pubhshed 
every other Saturday. 

SUBSCRIPTION. PRICE—$10.00 a year in advance in the United States and its pos- 
sessions and Pan-America. Canadian and Foreign Postage, $1.00 additional per year. Please 
send International Money Order or United States Currency. 

TO CHANGE ADDRESS—Write us your name and old address in full, new address in 
full and get notice to us three weeks before you desire magazine sent to the new address. 

EUROPEAN REPRESENTATIVES—International News Co., Ltd., Breams Bldg., 


ondon, B. C. 4, England. 
Cable Address—Tickerpub 

















FROEDTERT 
GRAIN 

H and MALTING 

COMPANY, INC. 


“Largest Commercial Maltsters 
in the World” 


COMMON STOCK DIVIDEND 


The Board of Directors of 
Froedtert Grain and Malting 
Company, Inc., today declared 
a regular quarterly dividend 
of twenty-five (25c) per share, 
plus an additional dividend of 
fifteen cents (15c) per share 
on the Common Capital Stock 
of the Company, payable 
October 31, 1945, to Stock- 
holders of record October 15, 
1945. 





ALVIN R. CORD 
Vice President 
and Treasurer 


Milwaukee, Wis. ‘ 
Sept. 11, 1945 














UNITED FRUIT COMPANY 


DIVIDEND No. 185 


A dividend of one dollar pershare on the 
capital stock of this Company has been de- 
clared payable October 15, 1945 to stock- 
holders of record at the close of business 
September 7 1945. 

LIONEL W. UDELL, Treasurer 





REYNOLDS METALS COMPANY 


REYNOLDS METALS BUILDING 
RICHMOND 19, VIRGINIA 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


The regular dividend of one dollar thirty-seven 
and one-half cents ($1.375) a share on the out- 
standing 514% cumulative convertible preferred 
stock has be@n declared for the quarter ending 
September 30, 1945, payable October 1, 1945, to 
holders of record at the close of business Sep- 
tember 20, 1945. 

A dividend of twenty-five cents (25¢) a share on 
the outstanding common stock has been declared, 
payable October 1, 1945, to holders of record 
at the close of business September 20, 1945. 
The trafsfer books will not be closed. Checks will 
be mailed by Bank of the Manhattan Company. 


PAUL R. CONWAY 
Dated September 17, 1945 Assistant Secretary 





PROFIT POSSIBILITIES 
in the 


ADVERTISING SHARES 


Pamphlet available on 
written request 





W. E. HUTTON & CO. 


Established 1886 


Members New York Stock Exchange 
and other major Stock Exchanges 
14 WALL STREET 
NEW YORK 5, N.Y. 
Telephone REctor 2-3300 
Cincinnati Philadelphia Baltimore _ Boston 


Dayton Lexington Easton 
Portland, Me. Concord, N. H. 
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Chicago and Northern Illinois 
Transportation Facilities — 
Unsurpassed in all the World 


Like spokes of a wheel . . . rail, air, truck and shipping lanes fan out from 
Chicago and Northern Illinois to all parts of America. To the manufac- 
turer located in this area, these facilities mean quick receipt of raw 
materials . . . speedy delivery of finished products to every corner of the 
United States, to markets on the far side of the world. There is a wide 
choice of available plant sites with ready access to all transportation. 





By rail—22 trunk line and 17 belt and terminal railroads serve Chicago 
and Northern Illinois. 7,726 miles of railroad track converge in the 
Chicago industrial area alone. This is greater than the main line mileage 
in 39 of the 48 states. Here shippers find excellent pick-up and delivery 
service, facilities for loading and unloading cars with greater efficiency 
than any other rail center in the nation. 








By air— For any operation where the element of speed in transit is 
essential, Chicago and Northern Illinois is the idea! place in which to 
locate postwar plants. Nine principal airlines connect this territory with 
every major city in North America. Geographical features which have 
made this area the crossroads of commerce, are now making it a great 
international airport. Specific plans for air routes from Chicago to the 
leading markets throughout the world have been approved. 


By truck — Over 600 truck and bus lines offering 24-hour-a-day serv- 
ice speed parts, products and peop!e from Chicago and Northern Illinois 
to 24,000 United States communities. More than 600 miles of new 
superhighways, now projected, will enable fast carriers to express prod- 
ucts to all parts of the territory—and additional highway facilities will 
speed delivery to every corner of the nation. 








By water — 10,000 miles of inland waterways serve Chicago and 
Northern Illinois. Trans-Atlantic vessels can come direct to Lake 
Michigan ports via the St. Lawrence and the Great Lakes. The Illinois 
deep waterway provides a direct link with the Gulf of Mexico. In 1940, 
a record 43,500,000 tons of lake and Illinois waterway traffic totaled 
more than the traffic passing through the Panama Canal. 


To industry and business seeking locations, transportation is only one 
of the many advantages offered by the Chicago and Northern Illinois 
territory. As an aid to business, agriculture and industry, we have estab- 
lished a department to assemble and distribute factual data concerning 
this area. You are invited to make use of the services of this department. 
Communicate with the Territorial Information Department, Marquette 
Bldg., 140 S. Dearborn St., Chicago 3, Ill.—’phone RANdolph 1617. 












Ls Bice Industries locating in this area have these outstanding advantages 
st. LAWRENCE ‘ROUTE 


Railroad Center of the United States © World Airport © Inland 

Waterways e Geographical Center of U. S. Population * Great 

Financial Center °® The “Great Central Market” ° Food 

Producing and Processing Center ° Leader in Iron and Steel 

Manufacturing °® Good Labor Relations Record *® 2,500,000 

Kilowatts of Power °® Tremendous Coal Reserves °® Abundant 
Gas and Oil * Good Government °* Good Living 





MISSISSIPPI RIVERZ-GULF OF ga ROUTE 








TERRITORIAL INFORMATION DEPARTMENT 


Information on the industrial, agricultural and residential development of Chicago and Northern Illinois 


COMMONWEALTH EDISON COMPANY + PUBLIC SERVICE COMPANY OF NORTHERN ILLINOIS 
WESTERN UNITED GAS AND ELECTRIC COMPANY - ILLINOIS NORTHERN UTILITIES COMPANY 
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E. A. Krauss, Managing Editor 


PRESS tUSEES 


The Trend of Events 


THE LABOR CRISIS .. . The peremptory demands 
for drastic pay increases made on the automobile 
industry by organized labor have thrown the nation 
into its first full-fledged labor crisis since the end of 
the war. At a time when labor and industry alike 
should be straining every effort towards quick re- 
sumption of civilian production, to swing into such 
production on as large a scale as possible, American 
industry is threatened with nationwide paralysis. 

The showdown for the automobile industry is im- 
mediate. Similar demands on the steel industry are 
impending. Demands for higher wages in other in- 
dustries will doubtless follow, and invariably these 
will be industries vital for reconversion on the 
theory that basic industries essential for reconver- 
sion are the best targets. The outcome of these dis- 
putes, unless a good dose of common sense is in- 
jected into their handling, muy affect economic con- 
dition for a long time to come. 

The American industry does not oppose higher 
wages; the overriding problem is its ability to oper- 
ate and employ labor if wage rates are increased as 
demanded. Take the United Automobile Workers’ 
exorbitant demand for a 30% wage boost. Operating 
efficiency in the automobile industry has nowhere 
increased to that extent, and management correctly 
takes the position that corresponding increases in 
productivity must precede or accompany any rise in 
wage rates. During the war, labor efficiency in this 
industry, if anything, has declined, what with pro- 
duction rather than productive efficiency the para- 


mount factor. Moreover, wage rates generally have 
been raised a good deal. Automobile manufacturers 
have yet to prove their ability to operate profitably 
with existing wage and price levels, let alone with 
higher wages. 

Ordinarily, a 30% wage boost, if granted, could 
be absorbed by passing the higher costs to consun- 
ers by boosting prices. At present, no such course is 
permissible. OPA has ordered selling prices fixed on 
basis of prewar costs, and its price policy doesn’t 
authorize increases where higher selling prices will 
result. In short, the wage demands of UAW can be 
absorbed neither through increased efficiency nor 
higher selling prices. Most likely, they can be ab- 
sorbed only by operating at a loss, for the OPA 
pricing formula does not leave sufficient margin to 
absorb any such advance in labor costs. It is but 
natural that the automobile industry will resist such 
an unreasonable demand to the utmost. 

For a time perhaps, 30% higher wages could be 
paid out of capital savings but it wouldn’t be long 
before a company doing so would be out of business. 
Even if no operating loss would result, if it were 
merely a question of elimination of profits, no com- 
pany could stay in business for any length of time. 
Fact of the matter is that it will take some time to 
lift productivity per man hour to justify even partly 
the sweeping wage boosts that organized labor in- 
tends to impose on industry. To make such demands 
now may rapidly become one of the great threats to 
successful reconversion. 
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The critical situation now developing is not merely 
a matter of what the automobile worker or the steel 
worker will find in his pay envelope. Either higher 
wages, if granted, will entail higher prices all 
around, affecting all consumers, or production will 
be throttled. In that event we will court: serious in- 
flation, for it would mean a scramble for scarce 
goods among those with the means to pay for them. 
In either case, it is difficult to see how labor can 
benefit ; it would merely face a higher price scale all 
around, with no improvement in standard of living. 
A NEW TAX PROGRAM ... Aimed at a balanced 
budget and systematic debt reduction, the Commit- 
tee on Postwar Tax Policy headed by Roswell Magill, 
former Under Secretary of the Treasury, has formu- 
lated and recently published a new postwar tax pro- 
gram under which individual taxpayers would bear 
the brunt of Government revenue collection. Briefly, 
rates on individual incomes would begin at 15% to 
20%, depending on the size of the postwar budget, 
and range up to 72% reached at the million dollar 
income level. Corporations would pay a single, flat- 
rate levy ultimately equal to the lowest rate paid by 
individuals. The plan proposes a gradual reduction 
in the corporate income tax from 40% to 35% in the 
second transition year to moderately lower levels in 
succeeding years, and finally to the proposed initial 
personal income tax rate of 15% to 20%. 

The program also would eliminate the 3% “nor- 
mal” tax and partially eliminate Federal and state 
competition for revenue sources by dropping the 
Federal gasoline, estate and gift taxes which would 
be left for the exclusive use by the state govern- 
ments. Retention of other excise taxes is favored, 
however, as a means of maintaining the stability of 
Federal revenues. If the Federal budget cannot be 
reduced below $22 billion, resort to a Federal sales 
tax is advocated to maintain budgetary balance, and 
regular retirement of the national debt according to 
a prearranged schedule is also foreseen. Like other 
tax plans recently suggested, the new plan favors 
outright repeal of the excess profits tax. 

On the whole it is a realistic program, one that no 

doubt would go far to stimulate business and foster 
prosperity without need for deficit financing. Cor- 
rectly the framers of the plan stress the important 
fact that any sound tax program is dependent upon 
reduction in postwar expenditures, that prudence in 
Government spending is the key to low taxes. They 
express their comviction that this will be achieved 
only if the people are brought face to face currently 
with the tax burden required to meet these expen- 
ditures. 
PRICE CEILINGS ON BUILDING... The building in- 
dustry and real estate circles are alarmed over Price 
Administrator Bowles’ program to impose ceilings 
on virtually every phase of building and real estate 
activity, that is on prices for old and new homes, on 
real estate prices, on materials for construction, on 
painting and paper hanging, on installation of fix- 
tures, on contractors’ profits and architects’ fees. 
The demand for housing is enormous but the boom 
will be short-lived, says the OPA chief, unless we 
hold construction costs, real estate prices and rents 
down to reasonable levels. 


The question posed by this intention is whether, 
as some fear, imposition of such far-reaching con- 
trols would virtually paralyze the entire home build- 
ing industry or whether, as Mr. Bowles contends, 
such controls will assure a healthy building boom of 
long duration. Offhand, the answer would seem to 
depend on the price ceilings themselves. 

The fact cannot be argued away that as building 
gets under way, the demand for scarce materials 
will place terrific pressure upon prices; it is already 
evident today. Nor can it be questioned that a con- 
tinued stable price level will be a tremendous spur to 
home eonstruction just as skyrocketing prices will 
be a definite deterrent that may severely curtail the 
boom potential arising from the present shortage of 
housing. We had some unpleasant experiences with 
prematurely ending building booms before, mainly 
due to excessive prices, and it would do no harm to 
attempt to prevent a repetition. To do it effectively, 
labor costs, too, need watching; it is another impor- 
tant source of trouble that needs attention. 

Indubitably, unrealistic ceilings will be harmful, 


‘for they will throttle production, the one reliable 


preventive of price inflation. But if ceilings are ade- 
quately covering costs, and allow for reasonable 
profits, there can hardly be any question of harmful 
effects if home building — for an initial period — is 
put under a “price harness.” By thus stabilizinz 
building costs, building activity will not only be 
stimulated but will provide more much-needed hous- 
ing at reasonable cost and incidentally, more and 
longer employment in the building trades. Far from 
hobbling building activity, we believe temporary and 
reasonable restraints now could pay enormous divi- 
dends later. 

NO EARLY STERLING DEVALUATION .. . Despite 
the recent weakness of sterling futures contracts 
and rumors of impending sterling devaluation, the 
prospect is slim of any early move in this direction. 
Whether sterling is considered overvalued or not at 
the current pegged price of $4.0214 — and it prob- 
ably is —, the fact remains that Britain can hardly 
afford cheapening its currency now. Also, there is no 
way to determine at this time the proper level at 
which the sterling-dollar rate should be fixed. 

For one part, British industry needs large sup- 
plies from abroad which would cost more if the 
pound were devalued now. At the same time, Britain 
will have no difficulty in finding ready markets for 
any export surpluses without depreciating her cur- 
rency to win markets. To devalue now would deprive 
Britain of part of her export proceeds and would 
boost the cost of imports from all but sterling bloc 
countries. 

Given reasonable assistance, Britain no doubt 


. could adjust her economy to the present sterling 


quotation, particularly during the period immedi- 
ately ahead when imports will be large and exports 
perforce limited by capacity to produce and by heavy 
domestic demands. This is well realized in Britain, 
and therefore there is no real sentiment for early 
devaluation. Once the aforementioned factors begin 
to lose force, however, sentiment may veer the other 
way. No doubt the question will be thoroughly ven- 
tilated during the Anglo-American conversations. 
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As. J See Jt! 


BY ROBERT GUISE. 


THEORY AND PRACTICE 


Se September 11, the Council of Foreign Min- 
isters meeting in London has been grappling with 
an array of European problems left in the wake of 
war. The fundamental difficulties raised by these, the 
lack of progress and the cleavages that developed 
between the western powers and Soviet Russia poig- 
nantly demonstrate that termination of military 
hostilities has not brought to Europe a feeling of 
security or hope of politi- 


aced during World War 2 by Axis control of these 
areas, cannot view with equanimity such claims of 
Russia which would thus gain the right to interfere 
in the affairs of North Africa. But Soviet interest is 
not limited to North and East Africa; it also extends 
to the Dodecanese Islands—not subject to the trus- 
teeship formula. While agreeing that these should 
not be returned to Italy, Russia has failed to consent 
to their return to Greece. 





cal and economic stabil- 
ity. Right along, every 
meeting of the foreign 
ministers of the Big Five 
has disclosed a baffling 
inability to get together. 
According to press re- 
ports, the clash between 
Russia and the western 
democracies is such that 
the parley’s closing ses- 
sions were marked by in- 
tense gloom and disap- 
pointment, if not despair, 
only Russia showing 
signs of satisfaction. 

To all intents and pur- 
poses, the meetings got 
nowhere. They were 
meant to serve as a series 
of peace conferences, dis- 
cussing the terms of 
peace with Italy and 
other Axis satellites — 
Finland, Hungary, Ru- 
mania and Bulgaria. Ac- 
tually so far, they merely 
served to highlight the 
many difficulties facing 
any attempt to translate 
into terms of daily inter- 
national living the ideals 
and principles espoused 
by the United Nations 
Organization. As an im- 





“WARS MAY COME AND WARS MAY CO—” 





W'TH APoLoGIeS TO 


Whether this is a fore- 
runner of a Russian de- 
Mia mand to a Dodecanese 
wy base remains to be seen. 
The attitude certainly 

does nothing to ease the 

5 strain between Russia 
and Britain over Greece 
whose Government for 
some time has been un- 
der sharp Soviet attack. 
The fate of Trieste and 
the Istrian Peninsula 
proved another trouble- 
some problem, since Mar- 
shall Tito’s demand for 
the Adriatic port and its 
hinterland not only 
arouses sharp Italian op- 
position but also is 
viewed with anxiety by 
America and Britain who 
cannot but consider it as 
an entering wedge for 
Russian expansion to the 
Adriatic. Altogether, the 
London conversations 
have starkly revealed a 
Russia pushing boldly in- 
to the Mediterranean and 
towards its exits, well on 
her way to become a 
Mediterranean power. 
Her demands made under 
the cloak of security re- 





Smith in The Lynchburg News 








portant by-product, they 
also demonstrated the fact that secret diplomacy 
and power politics are far from a thing of the past. 
Above all, the conversations at London have 
brought to light that Soviet Russia is definitely seek- 
ing a hold in North Africa—an aspiration foretold 
in this column many months ago. Not only is she 
seeking an individual trusteeship of Tripolitania, 
Italy’s colony facing the Central Mediterranean, but 
she has also signified her interest in Italy’s Red Sea 
colony of Eritrea. Obviously Britain, seriously men- 
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quirements fall into a pe- 
culiarly imperialistic pattern. 

But perhaps the biggest differences have arisen 
over Russian divergence from American and British 
views on the question of political freedom in Eastern 
Europe, in Rumania, Bulgaria and Hungary, all 
countries with strongly Soviet-influenced govern- 
ments. The difficulties in each case are the same; 
neither Britain nor the United States want to sign 
peace treaties with these Danubian nations until 
they freely elect Govern- (Please turn to page 737) 
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Today’s Market In Relation To Investment Values 


We believe that overdone speculative optimism very likely will take the market con- 

siderably higher in time. Yet even if the 1929 high is duplicated, the percentage from 

here in the average stock is a fraction of that already realized, as detailed in this 
article. A watchful eye and continuing selectivity are necessary. 


OY “ae Ss 


Gh merape are a good many reasons for believing 
that when speculative over-optimism takes this 
bull market to its ultimate, and unsupportable, ex- 
treme it probably will be at an average level of stock 
prices very considerably higher than that now pre- 
vailing. 

Eventual excess is, of course, to be expected of 
every bull market. There are two ways of looking at 
it. From the point of view—that used by most tech- 
nically-minded analysts and practically all traders— 
there is no excess until the surface symptoms are 
feverishly manifest in unusually heavy transactions, 
crowded brokerage boardrooms, a large and rising 
margin position, etc. These are not now present. 

But an organic malady may have set in long be- 
fore the outward symptoms become emphatic. Thus, 
it could be said that a market enters the “excess 
zone” when prices begin to outrun reasonably-de- 
fined investment values. Unfortunately, there is no 
simple formula, or rule of thumb, by which that 
point can be concurrently determined. 

It is easy enough on hindsight, for then the maxi- 
mum earnings and dividends of the previous upward 
cycle have become known facts—as is also true of 
general business activity and commodity prices— 
against which the unreasonableness of the peak 
stock market prices can readily be illustrated. We 
have no doubt that there is an extended period of 
good business and good earnings ahead; but that is 
not the pertinent question. The real question—in 
any debate on investment values versus ‘speculative 
prices—is just how good the anticipated earnings 
and dividends will be. 

Perhaps they will be as good, in increasingly de- 
preciated dollars, as present average stock prices 
anticipate. Nor can anyone prove today that the 
hopes which probably will generate further rise are 
unfounded or exaggerated. Yet it is a fact that 
things have never been as good as bull markets, in 
their later stages, have allowed for. 

And it is also a fact—too often forgotten—that 
rising prices are not necessarily the same thing as 
rising values. If you have to buy a house, for ex- 
ample, you’ll pay around $14,000 to $15,000 for a 
’ place that cost $10,000 before the war—but there is 
not 40% to 50% more “value” in it, in terms of the 
shelter afforded, the convenience, etc. Nor is it prob- 
able that you could get your price out of it on a 
resale five or ten years hence, when real estate and 
building conditions have become normal — perhaps 
even deflated—instead of inflated. 

There is some analogy in the stock market, though 
it, of course, can not be exact. Some of the most 
successful investors the writer knows have never 
fretted much about exact tops and bottoms in the 
market, and have missed most of both by what 
seemed a wide margin at the time—but have made 
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and kept snug fortunes by buying “generally low” 
and selling “generally high” on no rule more precise 
than common sense conservatism. 

This bull market is in its fourth year. With the 
exception of the first six months or so of recovery 
from greatly over-sold levels, all of it has repre- 
sented a discounting of postwar “good times,” 
mounting money supply, etc. Current dividend yields 
on standard industrials have been cut to less than 
4%. We have reached the stage of ever more hopeful 
bullish rationalization. It is argued that the Dow 
industrial average, which for a time last week 
crossed the 180 mark, will rise to at least 230 be- 
cause (1) future dividends will be substantially 
higher than now and (2) stocks of the type in this 
average should sell on a 3% yield basis—though one 
will be able to get a sure 2.5% from gilt-edged bonds 
and well over 3% in any number of bonds and pre- 
ferred stocks offering a far higher safety factor 
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than can possibly be offered, on average, by the 30 
Dow industrials. 

Obviously, the market is not in “generally low” 
ground, ideal for investment buying purposes. On 
the contrary, it can only be considered in ‘“‘generally 
high” ground—which is not to say it can not go im- 
portantly farther. Indeed, as we said at the start of 
this analysis, we think it very likely will go farther, 
for we do not see evidence that the “optimism cycle” 
is losing force. The recent market action demon- 
strates pretty clearly that investors and speculators 
are not afraid of the reconversion-period decline in 
production because they believe it will soon be fol- 
lowed by excellent business, lower taxes and higher 
earnings; and that they are not unduly alarmed over 
labor demands because they think that the settle- 
ments either will be on terms reasonably acceptable 
from the standpoint of corporate earnings, or that, 
otherwise, there will in due time be inflationary price 
rises. 

We can not take exception to this reasoning—so 
far as it goes. All present evidence suggests that 
total corporate earnings next year almost surely will 
be higher than in either 1945 or 1944. However, in 
the problem of sensible investment there is a more 
fundamental question involved. We are heading into 
a “catching up” boom. Those very words imply—as 
is the fact—that such a condition is abnormal: as 
abnormal, in its way, as was the war-production 
activity. If anyone mistakes it for permanent, sta- 
bilized prosperity, it will be with no greater basis of 
reality than was the mistaken acceptance of the 
Hoover “New Era” in 1928-1929. Indeed, much that 
is now being done in the name of mass “purchasing 
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power” to support good business will in fact inflate 
the postwar boom just that much more, and make 
the subsequent reckoning all the more painful—and 
its political connotations all the more sobering. 

The thought we offer here is that it makes sense 
to question how high stocks ought to sell on the 
coming better-than-normal earnings, which have 
been in process of market discounting for a long 
time already. And it makes sense to take the ration- 
alizing arguments for large further rise — even 
though the presently available evidence supports, 
rather than contradicts, them—with a grain of salt, 
so far as current investment action is concerned. 

We can see adequate reason for sticking with 
profitable positions in well-chosen stocks, but with a 
constantly open mind, because (1) we think the gen- 
eral optimism probably will push them still higher; 
and (2) we do not at present see convincing techni- 
cal indications pointing to serious reaction. 

What.about new buying? The reduced “percent- 
age” and the increased degree of long-term risk no 
doubt will surprise you when it is measured in fac- 
tual terms. One very accurate way of doing so is 
this: our composite weekly index of 290 stocks, a 
much more realistic measure of the general stock- 
price level than is the Dow average, has risen about 
236% from the 1942 low. It would have to return to 
the 1929 high for the additional rise from the pres- 
ent level to amount to more than 24%. In other 
words, the percentage from the last major low to 
the present level has been nearly ten times greater 
than it can be from here on, even if the 1929 ex- 
treme is matched. 

—Monday, September 24. 
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PART 2 


Postwar Markets Over Past Century | 


A> far back as reliable statistical records go, the 
charted history of industrial activity and of the 
stock market is made up of an irregularly spaced 
series of up and down “cycles,” varying greatly 
both i: duration and magnitude. For obvious rea- 
sons, every major war has a dynamic effect upon 
the human activities and sentiments which cause 
or influence these economic-financial fluctuations, 
both during the period of hostilities and for some 
years thereafter. 

A study of economic trends in America after the 
major wars since 1812 indicates, roughly, this post- 
war pattern: (1) a few months of hesitation; (2) 
then a year or more of active business; (3) next, a 
fairly short period of deflationary readjustment 
which the economists call “primary postwar depres- 
sion”; (4) this is followed by prosperity at boom 
levels for several years or more; (5) finally, a usu- 
ally protracted “secondary postwar depression.” 
That stock market swings have normally been 
geared, again roughly, to these typical sequences 
goes without saying. 

Will history repeat in the present instance? 


That’s a vitally important question to every in- 
vestor. If one could be sure of it, a “killing” could 
be made in stocks. Unfortunately, it is not nearly 
as simple or clear-cut a matter as the above para- 
graph might at first glance seem to imply. 


Typical Pattern 


A “typical” economic or market pattern is a sta- 
tistical abstraction: an average of past results 
which actually have varied widely. Evolutionary 
change—of radical proportions over any lengthy 
period of years—is not to be denied in technology, 
in business methods, in public tastes, in social con- 
cepts, in the relation of government to private en- 
terprise. Even in earlier times when “natural eco- 
nomic law” had far freer play than it has in the 
modern world, the business cycles, as we noted at 
the start of this article, had widely varying char- 
acteristics. The more we modify pure capitalism, by 
government regulation and intervention or other- 
wise (as by the dictates of labor unions or organ- 
ized farmers), the less likely is it that the economic 


histo 


Each 
or le 
Each 
some 
servi 
lated 
abno: 
modi 
mone 


econ 
fying 
each 
edly 
War 
tioni: 
the 1 
was | 
lar r 
flecti 
deba: 
of ce 
flatic 


“all-c 
quiri 
the ¢ 
tive 































































3 w 
z3 100 YEAR RECORD OF FLUCTUATION OF | Bl 
x BS 
id ee 
z BUSINESS VOLUME B 
wu INDUSTRIAL 
ro) MEXICAN WAR WAR OVER EXPANSION 
= 20 Boom BOOM RESUMPTION 7 
* ~ PROSPERITY 
2 J 
ts 
200 
4 fe ee ee 
i50 20 PANIC——SECESSION— — —_— 
DEPRESSION POSTWAR 1884 PANIC 
DEBT REPUDIATION 1857 DEPRESSION DEPRESSION 1393 
100 40 
~ 
50 STOCK PRICE INDEX 
CONEY OREN CREME R ENG ROKR TF ENC UNMET RO CORR OCR ERR O@eun) «Fs 
1840 45 ‘SO ‘55 60 65 ‘70 ‘75 ‘80 ‘85 ‘90 95 
692 THE MAGAZINE OF WALL STREET SEP 








history of an earlier time will repeat. 

Wars, to be sure, have many things in common. 
Each results in property destruction, leaving more 
or less of a void to be filled by postwar production. 
Each deprives consumers, in one way or another, of 
some portion of their regular supply of goods and 
services: here again setting up abnormal, accumu- 
lated needs to be served after the war. Each causes 
abnormal increase in industrial production, com- 
modity prices, employment, wages, bank deposits, 
money in circulation, taxes, etc. 


of the other great powers involved, control was 
more extensive and intensive than here, partly be- 
cause of differences in national institutions and tra- 
ditions, but mainly because the war lasted only 
some 19 months;:so far as our formal participation 
was concerned ;*gnd only six months or so in terms 
of large-scale fighting by American troops. In a 
representative democracy, “war planning” is in 
large measure improvisation. We were in that war 
long enough to make some mistakes, not long 
enough to apply fully the experience gained. Yet as 
















































































Ree compared with the Civil War, and earlier conflicts, 
arly Varying Experience we had gone very much further, indeed, toward 
ara- Federal control. The technique of financing a war, 
Nevertheless, in the intensity and emphasis of without impairment of Government credit, had 
economic-financial repercussions—and in the modi- been mastered. The price inflation was less than in 
fying effects on our political-social institutions— the Civil War—especially during the actual period 
each war fought by this nation has differed mark- of war, for much of it needlessly occurred in post- 
sta. | edly from the previous ones. For example, the Civil war 1919 and early 1920, as a result of too early 
ults | War was carried on with the economic system func- removal of price curbs. 
ary tioning virtually under a free capitalism and before 
thy the modern ,Government-controlled banking system How World War 2 Differs 
yey, | Was ever dreamed of. Naturally, the most spectacu- 
on. | lar result was a soaring commodity price rise, re- In the war now ended, we have had not only com- 
en- | flecting not alone unusual demands but a currency plete Government control of the money market but 
aco- | debased by greenback inflation. This was followed, genuine war taxes, and — to the fullest extent 
the | of course, by an exceedingly protracted price de- deemed necessary by the Administration—consumer 
| at | flation. rationing and Federal control of the materials, out- 
1ar- The First World War was the first approaching put, prices and labor supply of each industry. 
by “all-out” involvement of populations: therefore re- Although money supply and total consumer in- 
be quiring government-controlled economies because of come have risen far more greatly than they did a 
‘an- | the greatly increased proportion of national produc- quarter-century ago, and although as much as 70% 
mic | tive effort diverted to war purposes. Among most of total. industrial (Please turn to page 732) 
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CORPORATE EARNINGS TRENDS 
IN OUR TRANSITIONAL ECONOMY 


ox B.A. 


REDICTING corporate earnings can never be 

an exact science, and this applies doubly to the 
transitional period with all its manifold uncertain- 
ties and imponderables. Yet there are certain basic 
elements in the outlook that strongly support the 
belief that industry’s transitional earnings experi- 
ence will be relatively better than many expect. 

In fact, corporate profits this year, that is for 
the whole of 1945, should shrink only moderately 
under last year’s, and they should stand up sur- 
prisingly. well in 1946 in spite of the vagaries of 
reconversion. In the aggregate it seems doubtful 
whether industrial profits for 1945, after taxes, will 
decline as much as 10% from the 1944 total of 
$9.9 billion though naturally, as the year draws 
to an end and reconversion gets into stride, the 
rate of earnings will have declined considerably. 
Also, individual company results are bound to vary 
widely depending on many factors such as recon- 
version difficulties, reconversion speed, the effec- 
tiveness of individual tax cushions etc. 

The fact that the war ended during the second 
half of the year and that reconversion is progress- 
ing rapidly will tend to sustain earnings levels both 
for 1945 and 1946. Profits during the first seven or 
eight months of this year reflect sustained war ac- 
tivity. During the first six months alone, net in- 
come of corporations had risen some 7% over the 
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corresponding 1944 period. In many instances, of 
course, the earnings rate from here on will drop 
substantially—in the wake of cancellation of war 
contracts—but the impact of the loss of war busi- 
ness will be less marked in net than in gross income, 
due to the workings of the tax law. In many in- 
stances where corporations have been high in EPT 
brackets, earnings will hold up fairly well but EPT 
payable will decline sharply. As we know, corporate 
net earnings after taxes drop 14.5 cents for each 
$1 decline in “excess profits,” and 60 cents for each 
$1 decline in “normal profits.” Thus pre-tax income 
can shrink enormously without comparable dete- 
rioration of post-tax net. 

Congress is expected to act this fall on an interim 
tax measure which will reduce the excess profits tax 
rate. Such a measure would mean that many com- 
panies will show no decline in earnings after taxes, 
even though income subject to EPT were cut in 
half. Eventually the EPT is expected to be repealed 
entirely but this will probably not come while some 
companies still are winding up war contracts. 

The outlook for 1946 earnings will improve if the 
reconversion speed now evident is maintained over 
the coming months. In that case, a number of in- 
dustries should reach record peacetime production 
levels next year. It will enable them to shave unit 
production costs and thus enjoy reasonable profit 
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Projection of Corporate Earnings Under 
Various Tax Conditions 
($ billions) 

1944 1946 1946 1946 
Full Wartime If No Under With EPT 
Taxes Tax Relief 60% EPT Repealed 

Pre-tax Net $25 $17 $17 $17 
Paves 2 | PG 9.0 7.6 6.8 
Net after Taxes... $9.9 $8.0 $9.4 $10.2 

















margins even though price ceilings should be re- 
tained through most of 1946. In any event, the 
carry-back of unused EPT credits in many cases 
will reduce the amount of corporate taxes, corre- 
spondingly bolstering net. Thus it may occur that 
a number of companies, especially in the consumer 
durable goods field, should be able to report larger 
earnings for 1946 than for the prewar years. The 
extent of tax relief to be expected will of course 
always be an important determinant. 

But even apart from tax factors, the corporate 
earnings outlook appears fairly favorable if pro- 
jected solely against the prospective production out- 
look. Government statisticians estimate that while 
gross corporate earnings will shrink sharply be- 
tween now and the end of 1946, net after taxes may 
decline little more than $2 billion from the pre- 
VJ-Day annual rate of nearly $10 billion. This esti- 
mate is based on the belief that corporations next 
year will have slightly more to sell than in 1941 
but dollar returns will be well above 1941 due to 
increased prices. This should mean a gross national 
product of some $160 billion, at least, and on this 
basis, total corporate income before taxes should be 
about $17 billion, or $8 billion less than in 1944 
when gross national product was nearly $199 bil- 
lion. The tax bill of course will decline almost as 
fast as income, but post-tax net certainly will not 
decline in proportion to pre-tax earnings. 


Projected Corporate Income 


Corporate income before taxes of $17 billion 
should leave better than $8 billion net even if EPT 
remains in full force. If EPT should be repealed, 
1946 net profits of corporations may come as high 
as $10 billion. Partial elimination, depending on the 
exact percentage, should leave 1946 corporate net 
well above $8 billion or something around the 1941- 
1942 level, in effect little more than 10% below 
1944, 

One reason why national income is likely to hold 
up at fairly high levels, despite reconversion inter- 
ruptions, is the fact that Government spending dur- 
ing the current fiscal year and beyond will continue 
at abnormal levels, acting as a brake on the defla- 
tionary downtrend. During the 1945-46 fiscal pe- 
riod, Federal outlays will come to about $65 billion, 
acting as a distinct stabilizing factor since the 
amount thus injected into the income stream will 
importantly bolster business activity and income 
payments. It will, in fact, work two ways, both con- 
structive. It will slow up the economic downtrend 
while it lasts, and it will tend to speed the subse- 
quent upturn, once the downtrend is halted and 
reversed. 
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Just how this works is readily exemplified by a 
few figures. In 1944 production of consumers’ goods 
and services amounted to $97.6 billion, despite our 
all-out war effort. In 1946, this should come to at 
least $100 billion. Add to this Federal expenditures 
of some $65 billion, state and municipal outlays of 
about $8 billion (about the same as in 1944 but it 
will probably be higher) and private gross capital 
formation of about $5 billion, and the total would 
point to a gross national income of about $178 
billion compared with $198.7 billion in 1944, or a 
decline of 11%. Clearly, if the gross national prod- 
uct comes anywhere near such a figure, there could 
hardly be a disastrous drop in corporate earnings; 
the relationship between the two is well known 
and fairly constant. For the sake of conservatism 
and considering other pertinent items not detailed 
in our calculation, we are assuming however a gross 
product of only $160 billion, as earlier mentioned. 
Even with no tax relief whatsoever, it should be 
productive of aggregate corporate earnings of at 
least $8 billion, or not quite 20% below 1944. Even 
limited tax relief could shave this percentage drop 
to around 10%. 


Considerable Variation Expected 


As pointed out before, this doesn’t mean that the 
earnings drop, in individual cases, will never exceed 
any such percentage. There will be considerable 
variation; high wages and relatively low ceilings 
may squeeze a good many companies. Yet the econ- 
omy has an amazing way of averaging things out. 
If one line of business cannot achieve its full re- 
spective share of total industry profits, another 
usually does, or can even improve on it. 

There is of course one reservation that must be 
made. The outlook as projected certainly requires 
an overall “climate” conducive to fairly free con- 
sumer spending—on the whole meaning confidence 
in the future. If such confidence is lacking, the free 
spending habits required for a $160 billion gross 
national product may not prevail. 

What could impair confidence in the year ahead? 
It could mainly be a deepening of unemployment to 
levels that would tend to restrict seriously con- 
sumer spending. This may or may not occur. The 
odds are certainly against it, what with reconver- 
sion proceeding at a fast pace, with mass layoffs 
in war industries having passed their peak, with 
many industries actually suffering from a labor 























National Income by Distributive Shares 
(Billions of Dollars) | 
1943 1944 | 
TOTAL 149.4 160.7 | 
Total compensation: of employees . 106.3 116.0 
Salary and wages 103.1 112.8 
Supplements ; Z 3.2 a2} 
Net income of proprietors 23.5 24.1 | 
Agriculture 11.9 11.8 
Non-agricultural 11.6 12.3 | 
Interest and net rents 9.7 10.6 | 
Net corporate profits 9.8 99 
Dividends 4.3 4.5 
Savings 5.5 5.4 | 
695 











| 


shortage: even today. Unemployment of course will 
increase over the months ahead as further layoffs 
occur and as demobilization of service personnel is 
speeded up. As many as seven million may be idle 
early in 1946 but not all of them will be genuine 
unemployeds. A good many may not return to the 
labor pool as available workers. 

What’s more, industry by that time will be swing- 
ing into volume production, progressively opening 
up new employment opportunities. By June at the 
latest, a general upsurge is looked for after the 
economy has scraped the transitional bottom for 
about three months. The second half of 1946 should 
see excellent business, assuming boom proportions. 
Even before that and beginning by the end of this 
year, business should be good though the overall 
trend in production will still be downward from the 
abnormal wartime highs. 

If the corporate earnings outlook is quite promis- 
ing, what about dividend prospects? On aggregate 
corporate profits of about $8 billion, there should 
be relatively little dividend reduction — broadly 
speaking. A number of companies of course will be 
forced to cut or omit payments, if only temporarily ; 
some may do so merely as a precaution. Should 
1946 corporate net come to about $10 billion—which 
it very well could, given tax relief—aggregate divi- 
dend payments may well be higher than currently. 


Larger Dividends Ahead 


Wartime dividend payments have been low, aver- 
aging less than 50% of income for all corporations, 
due to the need for conserving cash to take care 
of future contingencies such as reconversion costs, 
possible inventory losses etc. This need will no 
longer exist, certainly not in previous degree, and 
write-offs for reserves will be either discontinued 
or pared considerably in the majority of cases. In 
turn this will not only bolster earnings—as will tax 
refunds — but permit more liberal treatment of 
stockholders. As against wartime distribution of 
not fully 50% of corporate net income, the peace- 
time average is expected to rise to 65% or 70%, 
possibly even somewhat higher. These figures would 
more nearly approach the long term average. 

Not only as to earnings but as to prospective 
dividend payments as well, the question of tax re- 
lief assumes major importance; it will make the 
difference between aggregate corporate profits in 
1946 of $8 or $10 billion, with easily recognized 
dividend connotations. 

There is as yet no clear indication just how much 
tax relief can be expected by industry. Repeal of 
EPT, though widely advocated, is hardly in the 
cards immediately but a substantial reduction, say 
to 60% as against the present top rate of 85.5%, 
is a definite probability. Also, whatever the actual 
reduction, the provisions for carrv-back of unused 
EPT credits will probably be left:in force. This 
method of adjusting a prior year’s taxes to reflect 
any income decline was chiefly designed to take 
care of reconversion problems and as _ previouslv 
pointed out, will act as an important sustaining 
factor of corporate income during the transition. 

It is something worth watching. Some of the 
war-active companies are counting on collecting 
heavily under the carry-back provision during the 
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Gross National Product or Expenditure 
(Billions of Dollars) 
Projected 
1943 1944 1946 
TOTAL aaa 187.8 198.7 178.0* 
Government expenditures for goods and 
services .............. 94.8 99.4 65.0 
Federal Government oon 87.4 91.9 
i orn 82.5 86.3 
ccc Lien See rea 49 5.6 
State and local government.................. 7.4 7.4 8.0 
Output available for private use... 93.0 99.4 105.0 
Private gross capital formation... 2.1 1.8 5.0 
Cea | | 1.6 
Residential _. 6 5 
Ea Ebi : 9 It 
Producers’ durable equipment . 233 4.0 
Net change in business inventories . — .6 —l.7 
Net exports of goods and services . —I.8 —2.! | 
Net exports and monetary use of 
gold and silver —.l (a 
Consumers’ goods and services... 90.9 97.6 100.0 
DRS SS | ee 6.7 
Non-durable goods . = 55.1 60.0 
COTES Yale illite Neel 29.3 30.9 
a)—Less than $50,000,000. | 
*—Subject to reductions for items not detailed in the 1946) 
projection. : 














next two years. If by any chance EPT is repealed 
and the carry-back privilege lost in the process, 
such companies may lose more than they otherwise 
would gain. 

As to tax reduction possibilities applicable to 
1946 corporate income, the resultant net profit po- 
tentials—based on varying premises—are projected 
in the appended table, assuming aggregate pretax 
corporate net of $17 billion, the basis of which has 
been explained earlier in this article. 

Such pretax net, if there were no tax relief 
whatsoever, would still leave corporate net income 
after current high wartime taxes of $8 billion. As- 
suming an EPT reduction to 60% and continuance 
of normal-plus-surtax of 40%, resultant posttax net 
would swell to $9.4 billion. If EPT were entirely re- 
pealed, leaving only normal-plus-surtax of 40%, 
corporate net income after taxes would amount to 
$10.2 billion, exceeding the 1944 high of $9.9 billion. 


The Favorable Possibilities 


Such are the possibilities; they are of course con- 
jectural in the sense that pretax net of $17 billion 
is conjectural. However, the possibilities are suffi- 
ciently realistic to merit consideration as a basis of 
future appraisal. Naturally, among individual con- 
cerns, there will be many departures from this over- 
all pattern, in either direction. In view of the fa- 
vorable general outlook, any departure from the 
pattern on the negative side, in the case of some 
companies. should be productive of surprisingly 
good results on the positive side in the case of 
others. This holds true even if the tax outlook is 
viewed with considerably more realism than many 
optimists do. 

The optimists count on reveal of EPT effective 
next year. This not only would immenselv brighten 
the outlook for 1946 corporate incomes but would 
also restore common (Please turn to page 729) 
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Looking Ahead 


To 
Foreign ‘Trade 


BY JOHN DANA 


CHIEVEMENT of maximum employment, cher- 
ished postwar goal of business and the Admin- 
istration, depends in no small measure on fullest 
exploitation of our export potentials. It is widely 
realized that foreign trade and international eco- 
nomic interdependence is closely related to our own 
domestic economy. The simple fact is that we cannot 
plan for, nor anticipate realistically, a high level of 
postwar production and productive employment 
without paying closest attention to our international 
economic position. 

In the circumstances it is but natural that paving 
the way for active and unencumbered foreign trade 
is presently a major preoccupation of those in and 
out of Government whose task it is to concern 
themselves with foreign trade matters. Clearly ours 
is a major interest in the expansion of world com- 
merce. We are a powerful industrial nation, needing 
large quantities of goods and services from foreign 
nations. Also, we have a large margin of efficient 
productive capacity which must be put to use. Above 
all, in the immediate postwar years, our own goods 
will be sought by the world in enormous quantities. 
Quite naturally, the environment in which this give 
and take of postwar foreign trade will take place is 
for us, as for the world, a matter of greatest interest. 


Toward Unimpeded Foreign Trade 


Although the prospect of a larger and freer flow 
of world trade in the years to come is well recog- 
nized and soundly based on the enormous needs of 
a war-battered and impoverished world which must 
look primarily to the United States as an immediate 
supplier of essential goods of every description, ob- 
servers are often impressed with the war-born diffi- 
culties that threaten to beset postwar trading. with 
the prospect of even greater obstacles in the future 
that may stand in the way of fullest realization of 
our exnort votentials. 

Government has long been aware of this and for 
many months has been actively striving for lower 
trade barriers, for fewer restrictrions, for a free flow 
of world commerce. We have worked toward this 
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goal at Bretton Woods, at the Inter-American Con- 
ference at Mexico City, at the San Francisco Con- 
ference, at the Chicago meeting on world air com- 
merce. We have liberalized our Tariff Law; we have 
increased the lending power of the Export-Import 
Bank to assist foreign countries in their commercial 
dealings with us, to enable them to trade with us on 
a non-restrictive basis. Right now, vital conversa- 
tions are going on in Washington with British nego- 
tiators; the primary aim is creation of a future 
foreign trade pattern in consonance with our own 
trade concepts. With the advent of V-J Day, the 
time has come to further and vitally readjust our 
focus on the future of foreign trade prospects. Lend- 
Lease has been abolished, the scheme originated to 
take the dollar sign out of the war that resulted in 
free shipments of goods and in free services to our 
allies in the amount of over $42 billion. With Lend- 
Lease abolished, the dollar sign is once more back in 
foreign trade and in foreign economic relations. Its 
return has quickly brought to a head a multitude of 
problems besetting the world trade outlook. 

As a transitional aid, official procurement facilities 
were offered to our allies for sixty days after V-J 
Day on a reimbursable basis to give them time to 
work out their own arrangements for continuing the 
flow of supplies they urgently need, either on a cash 
or credit basis. Thereafter, however, all goods for 
shipment abroad will again be procured in the open 
market and financed on some commercial basis. 

This marks an important transition from wartime 
procedure, severely affecting especially Britain. As 
a corollary, the shift puts into bold relief the all- 
important question how henceforth official controls 
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and limitations exercised abroad over commercial 
purchases from the United States will compare with 
our own ideas of foreign trade practice. The result- 
ant conflicts—and conflicts there will be—point up 
the apparent inconsistency between over-optimistic 
views of foreign trade potentials and the seemingly 
restrictive measures of control and direction of their 
foreign trade currently and in the future employed 
or contemplated by foreign governments. Satisfac- 
tory solution of these problems is a prerequisite for 
fullest exploitation of world trade opportunities. 

Without question, key decisions on postwar trade 
policies can be expected to crystallize and emerge 
during the next few months. The pattern of future 
Anglo-American trade relations hinges on conversa- 
tions now under way in Washington. Obviously, 
Britain was hard hit by sudden termination of Lend- 
Lease. Issues before the Washington negotiators are 
centering on two questions: (1) How much are we 
willing to pay to put Britain back on her feet finan- 
cially, and (2) how far is the latter prepared to go 
toward removing trade controls and currency restric- 
tions. Or in other words, the basic question is 
whether Britain can be induced to abandon the idea 
of controlled trading within the sterling bloc in 
return for a large American loan to tide her over the 
next three to five difficult years. 


Anglo-American Trade Problems 


While the conference agenda includes such tech- 
nical matters as Lend-Lease termination, loans and 
commercial policy, there are of course other under- 
lying questions which must be canvassed if any 
agreement reached is to prove acceptable either to 
Congress or to the British Government. Since Brit- 
ain’s present economic crisis is directly traceable to 
the war, the question arises whether the U. S. A. 
has a moral responsibility to aid the British econ- 
omy. Insofar as this involves a judgment on shar- 
ing war costs, it applies to all other allied nations as 
well, most of them now facing serious difficulties and 
looking for American aid. Also, there is the question 
of self-interest, economic or political; and for many 
the entire question is further complicated by the 
fact that the British Labor Government is pledged 
to a program of social-economic reconstruction con- 
siderably further left than any policy now favored 
in the United States. 

Little wonder that the Anglo-American negotia- 
tions have come off to an uncertain start. The main 
difficulty is not so much disagreement as to objec- 
tives but as to methods. But it is a safe expectation 
that from the bold and often bitter maneuvering 
now going on will finally emerge the fundamental 
patterns which ultimately will govern postwar trade 


with a large part of the globe. 


Our own approach to the British problem—which 
is really a world problem and therefore of a basic 
nature—is fairly simple and well known. While not 
overly rigid in detail it is nevertheless definite in 
outline. We are in favor of writing off the Lend- 
Lease debt—as a contribution to victory. Strictly 
speaking, Lend-Lease aid represents a debt owed to 
us until agreement on settlement is reached This 
concession is by no mean picayune. Altogether Brit- 
ain received Lend-Lease aid of $13.94 billion in form 
of goods and munitions shipped to her. The total is 
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further raised by a large additional amount for 
services rendered and for domestic transfers. Against 
this, Britain acquired a credit of $3.79 billion for 
reverse Lend-Lease. Our willingness to write off the 
net balance thus means forgiving a debt consider- 
ably in excess of $10 billion. To help tide her over 
immediate difficulties, we are willing to go further, 
We are prepared to grant her substantial long term 
credits, enabling her to balance trade accounts and 
= continue much-needed purchases in the United 
tates. 


Great Britain Balks at Terms 


In return, we expect Britain to reduce, if not abol- 
ish, trade restrictions, more particularly her Empire 
preferences, in furtherance of freer world trade, and 
it is here where Britain balks most. Not that it is 
the onlv point of disagreement; there are others and 
important ones. 

We have also suggested that British dominions 
and colonies which have blocked sterling balances 
between $14 and $16 billion should cancel one-half 
of the debt owing them by the United Kingdom— 
the remainder to be funded or partially unfrozen— 
that they likewise extend to Britain a large long 
term credit, preferably non-interest bearing. Need- 
Jess to say, this proposal for “wiping the slate clean” 
has found an extremely cool reception in Empire 
quarters; Britain herself is reluctant to take the 
initiative in seeking to have her debt to Sterling bloc 
nations scaled down so drastically. India for instance 
calls the suggestion “cruellv unjust.” Other Empire 
countries probably share this feeling. 

Our own attitude is that dollar credits constitute 





Value of United States Exports, Including 
Re-Exports of Merchandise, by 
Major Area of Destination 


(Thousands of Dollars) 





1939 1942 1943 1944 
Total 0000.... $3,177,176 $8,079,517 $12,963,120 $14,241,929 
North America ........... 802,639 1,841,805 2,022,610 2,104,200 
South America .......... 329,127 375,837 411,478 540,254 
|Europe .. . 41,289,311 3,997,075 7,616,836 9,330,483 
Cp eee rears : 561,572 687,540 837,485 (a)92,262 
| Australia & Oceania 79,505 361,454 567,360 (b) 
115,023 815,802 1,507,350 861,381 


| i ae 





'a)—Boes not include Pacific area countries. 
(b)—Data not shown for security reasons. 

















Value of United States General Imports of 
Merchandise by Major Area of Origin 


(Thousands of Dollars) 














1939 1942 1943 1944 
Total... $2,318,081 $2,741,852 $3,372,100 $3,913,192 
North America .......... 580,629 1,114,322 1,689,082 9 2/037,492 
South America ..... : 317,267 637,941 765,886 915,453 
BURODO# oo son. 617,166 217,647 233,463 285,513 
co lity & Peaks cea eae 699,582 337,542 234,815 (a)98,505 
Australia & Oceania —_.26,705 230,835 245,376 (b) 
TO he rs 76,737 203,565 203,478 221,134 
a)—Does not include Pacific area countries. 
(b)—Data not shown for security reasons. 
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not the only way out for Britain. The sterling debt 
she owes is considered just as important, and the 
point is made that sterling obligations could be 
written down just as Lend-Lease balances are writ- 
ten off, that other British creditors can likewise 
contribute to restoring Britain’s financial health by 
halving her external debt. With the remainder 


-funded at such a level, Britain then would be in a 


position to export more for cash and to accept cred- 
its more nearly on commercial terms. 

A point of strong disagreement is that Britain is 
averse to any financial aid on a commercial basis, 
maintaining that she cannot afford to go further 
into debt. Thus her original quid pro quo—asked in 
return for freer trade practices—was a “grant in aid 
of $6 billion, an outright gift, if you will. Such as- 
sistance is needed, she argued, if Britain is to remain 
solvent while relaxing currency controls and easing 
trade restrictions. 

In the United States, the request for a “grant in 
aid” of such magnitude was hardly taken seriously ; 
from a political standpoint alone, it is virtually out 
of the question. We offered loans instead, long-term 
and at very low interest rates, or even non-interest 
bearing. One suggestion advanced would call for a 
$4 billion non-interest bearing credit to be repaid 
over a period of forty years in annual instalments 
of $100 million beginning in 1951. Other loan varia- 
tions have been reported, ranging anywhere from 
$2 to $5 billion. 

Such offers naturally do not spring merely from 
altruistic motives. As a matter of self-interest, we 
realize full well the need of helping restore the eco- 
nomic health of our best trade customer. However, 
quick agreement with the British can hardly be 
expected and the bargaining continues, as does the 





























| Imports for Consumption, by Economic Classes 
{Dollar amounts shown in thousands) 
1941 1942 1943 1944 
Total ..... $3,221,954 $2,769,285 $3,377,684 $3,871,797 
Crude Materials 1,376,355 1,049,682 1,027,696 1,061,789 
Crude Foodstuffs 376,179 348,576 584,197 841,409! 
Manufactured 
Foodstuffs 322,058 274,507 421,650 521,135 
Semimanufactures 724,310 639,506 677,467 706,155 
Finished 
Manulactures 423,051 457,015 666,673 741,309 
Exports of U. S. Merchandise, by 
Economic Classes 
{Dollar amounts shown in thousands) 
1941 1942 1943 1944 
Total . $5,019,877 $8,003,642 $12,839,700 $14,144,127 
Crude Materials 355,427 418,014 662,144 554,014 
Crude Foodstuffs 83,578 67,838 109,067 133,854 
Manufactured | 
Foodstuffs 418,457 925,227 1,550,062 1,632,184 
Semimanufactures 777,756 918,631 1,091,413 1,096,882 | 
Finished | 
Manufactures 3,384,659 5,673,932 9,427,015 10,727,193 
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maneuvering for position. Recent rumors of impend- 
ing sterling devaluation seemingly have been circu- 
lated as a hint of what might happen if Britain isn’t 
helped to weather the difficult transitional years. 
Actually, Britain would hardly gain an important 
advantage from such action which would boost the 
cost of imports from non-sterling countries at a time 
when the demand is especially heavy. For the time 
being, the rumor certainly can be discounted, for 
England certainly cannot afford to cheapen the 
pound sterling now. 

While negotiations are difficult, there is good rea- 
son to expect that Britain eventually will yield on 
the paramount issue of giving up imperial prefer- 
ences and the sterling bloc. There are several straws 
in the wind. London press reports reveal a somewhat 
more cooperative attitude after an initial bitter out- 
burst against the sudden termination of Lend-Lease. 
More recently, the question which ought to be sacri- 
ficed, imperial preferences or American financial 
help, was unequivocally answered by the London 
Financial News to the effect that preferences should 
be discarded as the price of needed trade with the 
United States. 

In view of Britain’s dependence on trade with us, 
this attitude is not particularly surprising but it is 
by no means general. Powerful forces in England 
continue to favor withdrawal into the sterling bloc 
and widening of the latter into an independent trade 
bloc, virtually shutting out American commerce. 
However, more sober views are beginning to prevail 
in the face of the realities of the situation. There is 
spreading belief in Britain that there is relatively 
little chance of successful long term operation of 2 
tight Empire bloc—in competition with goodly part 
of the rest of the world and especially the United 
States. The “tight sterling bloc” theory is also op- 
posed by powerful factions within British industry 
where there is thorough realization of Britain’s 
great dependence on American help, help that is vita! 
if the British economy is to recover and which can 
only be had in the United States. 


Ultimate Agreement Probab'e 


Consequently Anglo-American conversations have 
increasingly taken on the complexion of actual nego- 
tiations and hope persists that a satisfactory deal 
can be made despite Britain’s initial “or else atti- 
tude.” The expectation now is that Britain ulti- 
mately will agree to a reasonably liberal foreign 
trade program in return for American loans which 
mav eventually total $5 billion but will be much less 
to begin with, probably no more than $2 or $3 bil- 
lion at the most. They will be long term, bearing a 
very low rate of interest. Preceding them will be 
other credit accommodations facilitating immediate 
purchases of badly needed American goods including 
foodstuffs. 

Complicating Anglo-American negotiations is the 
fact that they are closely watched by other cozintries 
with the tendency to view the final results as a 
precedent to be followed in their case. Both Russia 
and China are out for substantial American loans, 
the former only recently suggesting an amount of 
between $3 and $6 billion, and similar requests, 
though in lesser :amounts, are expected from other 
allied countries. An out- (Please turn to page 736) 
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Happening in Washington 


Cheries Phelps Cushing Phote 


Br &. &K. T. 


LABOR PROBLEMS which were responsible for gov- 
ernment seizure of industrial properties are being 
revived with renewed fury as the War and Navy 
Departments pull out. Sixteen such properties have 
been returned to their owners and union troubles 
which were only in abeyance promptly came to the 
surface. While policy of dumping labor disputes into 
the laps of private management at this time might 





Washington Sees: 


Atty. Gen. Tom C. Clark's proposal that Alumi- 
num Company of America be split up into com- 
peting units may never be realized in the form he 
suggests but it will give the Surplus Property 
Board a breathing spell on the toughest assign- 
ment it has yet received, namely, how to dispose 
of federally-owned aluminum and magnesium 
facilities worth one billion dollars and represent- 
ing one-half the productive capacity of the 
United States. 


Needless to say, SPB was caught totally un- 
prepared for the task when the Reconstruction 
Finance Corporation canceled ALCOA'’s operat- 
ing arrangement and called for disposition within 
these bounds: at a fair price, in a manner to aid 
national defense, to strengthen the competitive 
position of small business concerns, to discourage 
monopoly, to stimulate employment. 


Productive capacity at the end of the war was 
far and away above any peacetime possibilities 
dreamed of. That knowledge will discourage new 
firms from entering the field. Added hazards are 
inequities in freight rates and electric power, and 
in some instances bad locations which inevitably 
means some must be relocated, some converted 
to other uses, some scrapped. Also some must be 
held as ‘‘stand-by” for national protection. 


Long-term leasing was considered by SPB but 
the multi-million dollar facilities didn’t fit into 
small business. Government operation isn’t fa- 





vored. Clark's report is a timely ‘‘out.” 
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seem unsound, the fact is that the government’s only 
excuse for seizure in the first instance was promo- 
tion of the war effort. 


LEND-LEASE sudden revocation is having an adverse 
effect upon the food industries, the Department of 
Agriculture is learning as a result of many appeals 
for guidance. Expanded production, threat of great 
surpluses, raise the question of government price 
support and the White House will move in with a 
broad plan. Great Britain and Russia are buying on 
a cash basis but no one knows yet whether payment 
will come out of Import-Export Bank loans. If 
UNRRA stood in better repute with Congress, it 
might have been the pipeline to drain off surplus, 
but fact is UNRRA may not even receive the 1.9 
billion appropriation for which it has asked. 


CONGRESS is taking its first important step toward 
bringing under budgetary control the operations of 
101 government-owned corporations operating in the 
fields of production, transportation, generation of 
power, housing, insurance, etc., whose assets total 
29.6 billion dollars with liabilities of 28 billions. A 
house-passed bill will require 41 to have congres- 
sional approval of budgets, the other 60 to satisfy 
the comptroller-general before spending money. En- 
actment of this law, for the first time, will make the 
federal financial reports a true statement of the gov- 
ernment’s position. 


ATOMIC BOMB issue is one of first concern to a 
Congress which knows little of what went before, 
less of what is happening today, and can only con- 
jecture as to its future. Various controls—exclu- 
sively by the United States, limited division among 
the United Nations, or full disclosure and control by 
the Allies—are being discussed. The latter probably 
will be the final decision. Essential spadework was 
performed by French scientists, experts from Great 
Britain took part in development in the United 
States, and suspicion is that Russia’s apparent lack 
of interest in what is done with the bomb stems 
from the fact that the USSR is well on the way to 
production of its own. Disquieting is the knowledge 
that seizures after VE-Day revealed German scien- 
tists had taken steps to harness the energy, now 
needs no easily discoverable plant to complete it. 
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The future of industry in the eastern section of the 
United States, chiefly along the Seaboard and New England, might 
very well be affected by a little-noticed hearing scheduled to 
take place Oct. 9. A sub-committee on Interstate Commerce will 
take up the question of continuing the McCarran Committee 
in existence. 





























Program of the McCarran Committe is to freeze reconver- 
sion of wartime-built plans in areas of industrial concentration 
until the mid-west can be industrialized. Senator McCarran, 
Nevada democrat, would lock the doors of "excess" plant in the 
east, build new ones in the west, encourage mass migrations -- 


at the taxpayers' expense. 























Selection of Senator Brien McMahon, Connecticut demo- 
crat, as committee chairman, hints determination of the Inter- 
state Commerce committee to refuse McCarran's group new funds, 
extension of life. McMahon's state is vitally affected; natu- 
rally he's opposed to the revolutionary plan. If he prevails, it will be forgotten. 


























"Silly conclusion" was more than a devastating answer to the claim by 
Rep. Harold Knutson, Minnesata republican, that loans to Great Britain would be 
used to further socialism in that country. It was a proclamation of policy the White 
House is determined to follow in financial arrangement with foreign nations: 


political ideologies of the borrowers won't be considered. Rehabilitation 
of foreign trade will be the goal. 


























Anyway, it was a futile gesture. Congress will have nothing to say about 
lendings within present capital of the Import-Export Bank. 








amended. Present rule is that returned veterans must act within two years after 
discharge if they wish to avail themselves of the privilege of borrowing from 
private lending institutions with the government insuring the lender against loss up 
to $2,000. 


. Amendment will extend the period of time for action up to six years, 
possibly ten. The existing short term is found to be rushing GI's into business 
ventures for which they are not prepared, encouraging them to buy residential or 
farm properties on a high market. 



































Possible additional amendment to the law would let GI's borrow for the 
purpose of adding equipment to a business already acquired, or for working capital. 
Surveys have not established a record of high efficiency for ex-soldiers in 
long-range business planning. 




















"Contractors' Guide" is title of new War-Navy publication which should be 
in the hands of every war contractor headed toward termination and reconversion. 
It's available, free, from government contracting officers. In 60-pages, 
illustrated with filled-in forms, it gives "all the answers," or tells where to 
get them. 

OPA Chief Chester Bowles will not recede from insistence that distributors 


bear the impact of price ceiling increases granted to producers, and congressional 
declaration on the issue may be expected. 
































give retailers the advantages and profits of mass selling, overcoming the disadvan- 
tage of lower unit profit. Bowles and his aides read into President Truman's 
message to congress, complete support of their policy. 

















After .three weeks of analysis, the Presidential message stands up merely 
as an outline. It was intended to be no more than that. Even the Snyder Report, 
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to peacetime operations. 








The Truman program follows more closely the Roosevelt chart than many 
expected. Social legislation punctuated its many pages. But there's this difference 
to be looked for in its execution: Truman is content to expound his ideas and 
theories, permit the body of which he formerly was a member to accept or reject. 

The Roosevelt method was to follow White House proposals into the legislative halls, 
personally lead the fight. 




















Metal packaging industries will do well to watch Washington developments in 
their field. British and Dutch missions are here to discuss tin and the rehabilita- 
tion of Malayan mines. WPB Chairman J. A. Krug will name his own mission for an 
on-the-grounds study of conditions and equipment, to search for stockpiles. 

















One United States stockpile of tin has been released, another -- about 
12,000 tons -- is intact awaiting reports from the Far East. After Oct. 1, there 
should be no problem on paper, paper products or wood. The textile and bag 
situation will be tight but improving. Outside of tin, the container problem 
is over. 














Transportation: there has been marked easing in rail freight which will 
continue as the government scales down its demands. Ship movements, while much 
improved, will continue a problem until more veterans are brought home. 

















Revelation that United Kingdom had built many cargo ships during the war, 
while this country supposed shipyard concentration was on "battle wagons" caused 
critical comment in Washington. It was sunnosed here that the 400-odd ships given 
to foreign countries under lend-lease was taking care of the immediate problem -- war. 


Air freight will get off to a rousing start very soon. Idlewild, huge new 
airport on Long Island will be major origin of air freight movement out of the 
Metropolitan Area. Contracts already have been signed with principal carriers 
although the field will not go into operation until mid-November. 











War Department still is holding scores of fields taken over from municipal 
or private ownership. Start of commercial use is being delayed by unwillingness of 
brass hats to declare formally that the military need has passed. Newark Municipal 
Airport, once a major terminal and heated back to that goal, is an example. 

















Revocation of government limitations on manufacture and distribution of 
materials going into home construction is expected to lead to swift expansion of 
construction activities. Current supply of materials and labor will carry into 
the spring, but Reconversion Director John W. Snyder is lending a sympathetic ear 
to urgings to prepare now for the demands that will be made upon inventories 
when seasonal conditions give home construction a spurt. 




















A crisis is in the making for government housing projects. War workers 
who could pay the rents at levels fixed to match war-swollen pay envelopes now arc 
demanding lower rates in keeping with the times and their earnings. 

Rents sugested wouldn't liquidate the project costs even under the government's 
not-for-profit housing policy. a2 














- ‘Tax relief by the end of this year is a certainty. What form it will take 
is an unanswered question. Revenues must be anticipated against a heavy budget 
for internal affairs plus the existence of a 263 billion dollar national debt, 
tempered by the accepted fact that expenditures will be reduced at an ever- 
accelerated pace. Tax experts of both houses of congress have reached agreement 
en most points. Accepted is the fact that too much delav will hamper -reconversion, 


seriously affect individuals' take-home pay. 
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AS WE ENTER AN AGE 
OF SPECULATIVE INVESTMENT 


RESIDENT TRUMAN, in predicting the “great- 

est” U.S. prosperity in the offing, has crystallized 
the hopes and expectancies of the nation, injecting 
a wholesome note of confidence and courage at a 
time of worldwide economic upheaval. In outlining 
suggested ways and means to stabilize the economy, 
the President has started the ball rolling for Con- 
gressional determination of broad principles, some 
of which are new and untried, for the foundation ci 
the postwar program, and after due debate a defi- 
nite pattern of procedure will emerge for the guid- 
ance of industry. 


Sound Fundamentals 


While the over-all prospects for sound fundamen- 
tals are assured and the huge deferred demand for 
goods will generously bolster production volume all 
around, the fact remains that to chart the postwar 
progress of this or that concern through unknown 
seas about to be traversed would be an impossible 
undertaking, as historical precedents fall by the 
wayside and many imponderables are certain to fea- 
ture postwar corporate experience. Selection of in- 
dustrial shares, accordingly, more than ever must be 
based upon a combination of common sense and con- 
fidence rather than purely upon statistical evidence, 
whether the goal be longer term appreciation or well 
assured income. In any event, certain yardsticks of 
appraisal need readjustment or redusting, if only to 
keep enthusiasm and calm judgment in good balance. 

Under the abnormal stimulus of war, industrial 
concerns generally have learned new lessons of op- 
erating efficiency as a result of which, in spite of 
heavy taxes, accumulated earnings have boosted 
working capital to all-time highs. With valuable ex- 
perience and ample funds, industry is prepared to 
leap the thorny barrier of transition to prosper dur- 
ing a second abnormal period when for several years 
worldwide deferred demand promises to minimize 
competitive factors, thus holding down sales costs 
and tending to support the price structure for a 
while. 

Assuming tax relief and ample volume during the 
anproaching sellers’ market, it will be strange indeed 
if this second phase of business activity is not 
marked by satisfactory, and perhaps excellent, earn- 
ing power attended by corresponding liberality of 
dividend distributions. Danger is that these glowing 
prospects may lead us “so close to the forest that we 
cannot see the trees,” for several vears of prosper- 
ity may give a false confidence to the long range in- 
vestment merit of many a concern, under conditions 
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prevailing between 1941 and, say, 1949. Hope of 
course is that the implementation of new measures 
to stabilize the national income at high levels indefi- 
nitely may prove effective, but even so the knock- 
down competitive struggle inherent in free enter- 
prise will reach peak proportions only when deferred 
demand becomes exhausted. 


New Significance of Cyclical Swings 


Compared with prewar, therefore, cyclical swings 
assume a new significance quantitatively 
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tatively. Well sustained upward trends may be of 
longer duration than formeriv and depressions. if 


not eliminated, may be shortened at least. But what- 
ever eventuates. the causes producing the tiends will 
play a larger part in security appraisals than iheir 
statistical effects, and perhaps it is not too early to 
start the p:actice. A decade hence, analysis are sure 
to review corporate earnings during war veni's and 
the postwar boom with reservations, and by the same 
token less importance may be attributed to disap- 
pointing results registered during periods of general 
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depression. Investment merit logically should meet 
its acid test in the two-fold ability of a concern to 
lead the way ‘out of cyclical depths and to maintain 
stamina when business activity is at a high level and 
competition unduly expressive, rather than by gyro- 
scopic stability of earning power. As price fluctua- 
tions for shares are by no means confined to stocks 
of poor quality, indeed quite the contrary, variations 
jn business activity in a broad sense may lose some 
of their current investment significance. No concern 
worthy of analytical study is in business for a year 
or more only, and its average earnings over a long 
period may prove far more satisfactory than those 
of others in a stable but narrow groove. 


Selectivity Always Needed 


None of the foregoing comments is intended to 
imply that during postwar the newly gained finan- 
cial strength of industrial concerns warrants relaxa- 
tion of standards in determining selectivity. Rather 
is it true that some modification of previous con- 
cepts appears in order and that under current con- 
ditions some old ones must be brought out of the 
closet. Many a concern defined as marginal because 
of its prewar record may lapse into an uninteresting 
status again when it can no longer partake impor- 
tantly of latent deferred demand, although its capi- 
tal requirements may have been adequately bolstered 
by war earnings; only time can tell whether it can 
function satisfactorily in the face of true competi- 
tion. By the same reasoning it is not wholly wise to 
disregard potential growth prospects for concerns 
marked with a laggard record during prewar, as 
product diversification or new management could 
produce surprising results in future years. 


Statistics Alone Not Sufficient 


Exclusive reliance of investors upon annual re- 
ports and statistical analyses handicaps their judg- 
ment in respect to managerial caliber, and at no time 
has this factor become more important. Personal 
contact with executives gives banks a decided edge 
over the average investor in this respect and as a 
preliminary to the granting of credit, character and 
efficiency transcend all other considerations. During 
war years a wholesome trend to strengthen execu- 
tive-stockholder relations set in and is likely to 
broaden during the years ahead, marked by im- 
proved periodical reports and encouragement to at- 
tend stockholder meetings. A closer appraisal of per- 
sonnel will be useful in assessing long range pros- 
pects when competition becomes hectic because 
proven operating efficiency in a sellers’ market dur- 
ing war and the immediate years thereafter is a 
poor guide to sales ability when the real struggle to 
sustain volume will begin. Current market strength 
in shares warrantably reflects public confidence in 
the ability of industry to reconvert and to operate 
profitably in biting into the latent demand for goods, 
but in the long run earnings will depend upon vol- 
ume achievements as much as upon cost controls, 
and here the unfortunately intangible factor of sales 
= managerial efficiency will come heavily into 
play. 

As the “greatest” period of U. S. prosperity un- 
folds, chances are that venture capital will emerge 
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from its Rip Van Winkle hiding place, at least to a 
degree which will importantly increase the turn- 
over of goods and bolster the national income. As- 
suming this to be true, a healthier and more rational 
appraisal of investment risks is likely to follow. Not 
that we are apt to witness the birth and develop- 
ment of huge new industries as in years gone by, for 
strong concerns already in the field have the re- 
sources and ability to exploit almost any and all of 
the forthcoming “miracle” products, but big busi- 
ness will benefit in a broad way from a resurgence 
of small new enterprises, regardless of whether they 
fail or succeed. With Government policies centered 
upon the establishment of innumerable little busi- 
nesses, marked headway is bound to result in ex- 
panding requirements for construction, equipment 
and goods. Throughout the country 2,000,000 busi- 
ness concerns have less than $100,000 capital each 
and all but 500,000 have less than $5,000; this gen- 
eral pattern is certain to experience broad expansion. 


Venture Capital Out of the ‘Dog House’’? 


For more than a decade past, venture capital has 
been in the “doghouse” from the combined impact 
of the crash in the early 1930s and the effect of 
SEC regulations. Progressively, however, the Gov- 
ernment has exempted from registration new issues 
under $100,000 and more lately under $300,000. Now 
comes strong public recommendation that the limit 
be raised to $1 million. The American conception of 
free enterprise points to a return of freedom to risk 
money in new ventures as well as to participate ac- 
tively in any business desired, and that the working 
capital should be provided by stock rather than by 
credit is well illustrated by the reported reluctance 
of returning veterans to tap the carefully set up 
bank credit pools now functioning all over the coun- 
try. Chances are strong that private funds rather 
than bank loans will be forthcoming in increasing 
amounts and if the odds are against a happy out- 
come of the business, the circumstance will have 
been fully recognized in advance, for to this daring 
characteristic may be attributed the astonishing 
growth of the nation’s industry. No genuine eco- 
nomic loss has attended the wind-up of countless 
enterprises during the long history of American 
business although billions of dollars have changed 
hands in the process, and within rational limits the 
urge to expose capital to risk for the sake of po- 
tential gains is a vital force in any free economy, 
and should be encouraged rather than deplored. 

Broader recognition of the risk factor inherent 
in every form of business investment is likely to 
express itself as time goes on. This marks a trend 
to a return of first principles when business ven- 
tures were scarce and capital less hamstrung by 
inhibitions than now. Among the earliest of all Wall 
Street financial transactions were subscriptions to 
a 64th interest in a new ship, and in many such 
cases the books were closed with familiar speed. 
The obvious gamble so attractive to investors at 
that time was made with full recognition that cy- 
clones rather than cycles were the inherent danger, 
and that between pirates and cannibals chances of 
getting the money back were about fifty-fifty. But 
in a couple of years proceeds from a cargo of tea 
or silk might bring 200% profits, as sometimes 
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proved true, and as long as Captain Jones was in 
command confidence ran high. These very simple 
fundamentals have lost none of their significance 
for the investor of today and they may prove of 
genuine value in appraising potentials in the her- 
alded era ahead. 

A more realistic approach to the solution of in- 
dividual financial problems appears on the horizon 
from a reborn appreciation of the relationship be- 
tween a stockholder and the corporate producer of 
his profits; for management, labor and shareholders 
are inescapably joined together in the same enter- 
prise and therefore exposed to identical risks. The 
only difference exists in the fact that the “investor” 
or “speculator” can sell out at will and without 
notice. Selectivity, therefore, will continue as always 
to be a transcendent factor, but a further clarifica- 
tion of individual goals would be very wise. The 
implication of “speculation” should lose much of its 
strength and not too much reliance should be placed 
upon the reassuring term “investment” as long as 
the highest rated shares continue to show marked 
cyclical volatility in price. Du Pont at 176 compares 
with a low of 9014 in the 1936-43 period, and a 
recent price of: 370 for Singer Manufacturing Co. 
compares with a low of 99 in the relative period 
mentioned, in both instances affording substantial 
opportunities for “speculators” quite legitimately 
interested in appreciation potentials only. Further- 
more, price volatility is a distinct asset rather than 
a negative quality to alert investors relying chiefly 
upon income, as hardly a year passes when impor- 
tant capital gains cannot be achieved to supplement 
dividend receipts. 


Broader Definitions 


Similar broadening of definitions appear in order 
in the discussion of industry characteristics. Few 
indeed are the industrial groups which are immune 
to cyclical influences and to term those that are 
relatively sensitive as “highly speculative” often 
bunches the sheep with the lambs, and loses sight 
of the fundamental aims of the majority of in- 
vestors. Among industries most sensitive to declin- 
ing business activity are for instance the office 
machine makers, yet in view of the fact that since 
1916 an original investment of $5,762 in Interna- 
tional Business Machines could have grown to 
$159,000, not including $74,000 dividends received 
during the period, would signalize the unimportance 
of cyclical factors in the long run. While General 
Motors showed a deficit in one depression year, and 
is in an industry strongly reliant upon the level of 
national income, some 425,000 shareholders are en- 
listed under its banner and chances are that most 
of them worry little about the ebb and flow of busi- 
ness at different periods, although they might 
make more money if they did. Investment rating 
apparently is determinable mainly by the objective 
of the individual investor and if this appears satis- 
factorily gained, no finer distinctions are required. 
Not that blind confidence in either management or 
statistical records, or both, can ever supersede in- 
telligent study of other basic fundamentals, as wit- 
ness the case of Pacific Mills in 1926, when an un- 
broken dividend record for fifty years was abruptly 
ended by a long lapse into a negative status. In this 
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instance, occurring during one of the most prosper- 
ous periods in the nation’s history, competition 
showed its sinister face and took a heavy toll, thus 
emphasizing the danger of casual appraisals. 

All in all, clearly indicated factors of promise for 
industry during the next few years are so sound 
that as never before, the great American sport of 
“chasing the dollar” is on the brink of achieving 
a lively tempo. Dividend distributions during quite 
a period ahead are likely to increase generally, en- 
couraging a trend toward higher prices for shares. 
Speculative enthusiasm in the process, not to men- 
tion easy money rates and a continued scramble for 
attractive yields, are likely to provide many oppor- 
tunities to establish capital gains if investors are 
minded to seize them as and where they appear. 
After the transitional shock has been weathered, 
the future presents aspects of glamour for industry 
which appear fully supported not only by world- 
wide need for its products but by the lure of nu- 
merous new fields such as television, jet propulsion, 
synthetics and a long list of scientific improvements. 


The Reward of Courage 


To share in the prosperity now shaping up, full- 
est measure of capital enhancement could accrue to 
a well informed class of investors armed with cour- 
age as well as money, and prepared to assume the 
risks inherent to all business ventures, especially 
where potentials require major reliance upon con- 
fidence and imagination rather than upon estab- 
lished records of success. A trend in this direction 
has already begun to find expression, as witness a 
sharp leap in new incorporations by New York State 
“entrepreneurs” alone to a five year peak of more 
than 10,000 for a single recent month. The millions 
of dollars in venture capital pouring forth to finance 
these new enterprises, mostly of small size, is a re- 
expression of industrial vigor with broad implica- 
tions for the entire economy in the postwar, and 
the trend is by no means confined to one state alone; 
beyond any doubt, when records for the entire na- 
tion become available, the totals will be equally im- 
pressive. 

Above considerations of mere dollars and cents is 
the cumulative effect of individual decisions to take 
chances in the tremendous business arena, in the 
face of assured competition; more courage is re- 
quired to stake $1000 in opening a new lunch counter 
than to invest $1 million in a giant enterprise with 
a proven record, yet certain fundamentals are sig- 
nificantly similar. The records of tomorrow are what 
will count in each case, and if the bet upon these 
has an intelligent basis, the risk is warranted. 
Whether investors succeed or fail in reaching the 
bright horizon now unfolding will depend upon well 
considered study plus a large measure of confidence. 

Marked by fluctuations in earnings and share 
prices though they may be, equities of strong indus- 
trials today hold good promise for courageous in- 
vestors, and the door of opportunity is wide open. 
While rewards will widely differ, risk of capital loss 
is minimized in sound concerns, many of which are 
now upon the. industrial roster. To share their for- 
tunes may carry more appeal than to rely upon 
meagre but more certain income. 
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‘forced materially higher than the international price 


level. Far from being supported by an outstandingly 
large international commercial demand for such 
products, it is much more likely that the export of 
farm commodities—in the long run at least—can be 


“maintained only by a series of export subsidies or 


by a definite change in our support programs, per- 
mitting a price decline to a relatively sounder basis. 
Underlying the whole artificial price structure for 


-farm products is of course the parity theory, a 
‘foundation frequently characterized as wholly un- 
' sound. It is based on the assumption that farmers 


are entitled to receive the same relative prices for 


‘their products as they have to pay for the products 
| they buy, with the five years 1909-13 taken as the 


base period. The attempt to maintain that ratio fails 
entirely to take into account the fact that since the 
1903-13 era, there have been marked strides in tech- 
nological developments in agriculture which have 
largely destroyed the relationship between costs and 
return existing at that time. 


While mechanized farming has greatly decreased 
the cost of production, it has together with improve- 
ment in methods also greatly boosted the yield. As 
a result, when the farmer obtains parity prices for 
his major agricultural crops, he is obtaining a money 
return in relation to his present-day costs vastly 
greater than he was obtaining in the 1909-13 period. 
That the discrepancy is great is indicated by the 
difficulty in forcing to a statistical parity basis agri- 
cultural prices which obviously constitute a bonanza 
return to the farmer. 


At present, Government is committed by law to 
support farm prices at 90% of parity. The impor- 
tant factor to remember is that parity is by no 
means a static figure. If prices of things the farmer 
buys go up, parity prices rise accordingly. Faced as 
we are with a rising general price level, the prospect 
would seem to point to rising parity prices as well, 
that is higher prices for agricultural commodities. 
It is a prospect that strongly argues for continuance 
of the two-price system for an indefinite period un- 
less our agricultural policies are thoroughly revised, 
and our markets more attuned to world markets. As 
natural forces tend to depress prices, they will be 
maintained, at home, by artificial means. Only sub- 
sidies and differential payments will enable us to sell 
abroad where markets are subject to demand and 
supply. The latter, at home, will remain virtually 
powerless as a market influence; Government price 
support outweighs all other considerations until such 
time as policies are changed. 

Still this doesn’t mean that agricultural prices 
will remain wholly static, and world prices especially 
will continue to reflect world factors, with certain 
repercussions on domestic markets. Following are 
brief discussions of the outlook for the principal 
agricultural commodities. 

As to wheat, most important bread cereal, there 
have been many conflicting reports regarding the 
relation of supply and world demands. Fact of the 
matter is that the world supply is in excess of world 


requirements. 
(Please turn to page 738) 
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MERGER PLAN 


BY ROGER CARLESON 


>: Wednesday, August 21,-last, in the elaborate, 
sky-line offices of the Chesapeake & Ohio Rail- 
way at Cleveland, Ohio, there transpired what prob- 
ably will be recorded as one of the most important 
and significant developments in railroad history in 
more than two decades. That day marked the re- 
sumption, on a major scale, of a new merger era 
for the railroads, along lines authorized and set 
forth by The Transportation Act of 1920, whose 
purpose is the orderly consolidation of so-called 
“weak” carriers into a much smaller number of 
“strong” systems. 

This development, which will be far-reaching in 
consequence for holders of railroad shares generally 
—not only for those particularly affected in this 
instance—concerns the creation of a greater Chesa- 
peake & Ohio system through the absorption and 
inclusion of the New York, Chicago & St. Louis 
(Nickel Plate), the Pere Marquette and the Wheel- 
ing & Lake Erie roads on the following terms: 


(1) Exchange of each share of Nickel Plate pre- 
ferred for one share of C. & O. preferred 
and 7/10 share of common. 

(2) Exchange of each share of Nickel Plate com- 
mon for 9/10 share of C. & O. common. 

(3) Exchange of each share of Pere Marquette 
prior preference stock for one share of C. & O. 
preferred and 1/3 share of common. 

(4) Exchange of each share of Pere Marquette 
5% preferred for 8/10 share of C. & O. 
preferred and 4/10 share common. 

(5) Exchange of each share of Pere Marquette 
common for 14 share of C. & O. common. 

(6) Exchange of each share of Wheeling & Lake 
Erie 514% preferred for one share of C. & O. 
preferred. 

(7) Exchange of each share of Wheeling & Lake 
Erie common for 114 shares of C. & O. 
common. 

(8) Exchange of each share of Wheeling & Lake 
Erie 4% prior lien stock (practically all 
owned by the parent C. & O.) for 1-15/100 
shares of C. & O. preferred, with the final 
possibility of a cash purchase offer for this 
small issue. 
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Unlike the dreams of the Van Sweringen brothers, 
whose projection of a new rail empire in the mid- 
1920’s revolving around a financial pyramid of com- 
plicated finance was never realized, the present pro- 
posed consolidation of the C. & O. lines is one which 
is quite astonishing for its simplicity—one which 
can be effected in a year, or less, depending on the 
approval of stockholders (two-thirds assent will be 
required), and the final verdict of the Interstate 








10-Year Record of Earnings 
GREATER C. & O. SYSTEM | 
COMPARED WITH PRESENT COMPANY 
tAvailable tEarned $Earned 
COMBINED *Gross for Times Net Ptd. Com. 
SYSTEM Revenues Charges Earned Income Share Share | 
1945** | $378,000 $56,705 3.61 $41,015 $63.35 $4.92 | 
1944 . .. 398,399 55,103 3.49 39,304 60.71 4.71 | 
1943... 389,788 62,723 3.78 46,119 71.24 6.53 | 
1942 . 339,105 65,216 3.68 47,485 73.35 5.70 | 
1941. . 270,726 81,520 4.39 62,948 97.23 7.55 | 
1940. .......: 229148 60,124 3.13 40,945 03.23 4.91 | 
| 1939 .. 207,049 53,938 2.63 33,391 51.58 4.00 | 
ge... 179,184 38,859 1.91 18,528 28.62 2.22 | 
37) QUT ASP 61,980 2.99 41,241 63.70 4.95 | 
1936 . 225,284 73,986 3.40 52,241 80.69 6.27 
} 1935 . . 190,251 56,284 2.64 34,941 53.97 4.19 
| 1O-yr. av... 264,609 S073: 317 41,714 64.43 5.00 
Crk; 
ALONE 
1945** _ $200,000 $32,006 4.50 $24,886 $3.25 | 
}1944 _. 216,536 34,457 4.84 27,341 eee 3.57 | 
1943. . 208,513 38,758 5.24 31,359 oe 4.04 | 
1942 __. 181,810 41,212 5.11 33,153 te, 4.25 | 
[hy nets . 150,237 52,794 6.72 44,940 ces 5.79 | 
1940 . 132,720 41,925 5.03 SN) 4.31 
i739. 118,722 36,862 3.87 27,343 i 3.49 
1938 106,376 29,834 3.26 20,683 ere 2.62 | 
1937 2... 127,347 43,971 4.67 34,562 ee: 4.43 | 
1936. .......... 196/538 54,053 5.27 43,790 eee §.72 | 
1935 ............ V44/031 40,805 4.18 31,039 eee 4.05 
10-yr. av... 149,183 41,467 4.77 32,780 amen 4.28 
**_Estimated. 
*—In thousands. 
t—lInter company stockholding dividends eliminated. 
$—Based on 647,360 shares of 3!/2% preferred stock; 
8,326,131 common. 
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Commerce Commission which soon may announce 
the date for public hearings. 





The plan for a greater Chesapeake system is not 


one which was quickly formulated. The announce- 


ment came only after some two years of study by 
the boards of the respective companies, which in 
1943 had appointed sub-committees to explore mer- 
ger possibilities. The announcement, moreover, fol- 
lowed by some two months the I. C. C.’s confirma- 
tion of the legality of Alleghany Corporation’s con- 
trol of the C. & O. group of roads. 

Basically, the plan is fair in every respect, since 
it would bring into corporate existence a system 
which will be able to show good earnings and pay 
substantial dividends in the postwar years. It is 
sound, also, because in nearly every instance it in- 
volves the replacement of non-dividend paying pre- 
ferred and common stocks with equities of assured 
investment quality. 


New Preferred Stock 


As approved by C. & O. directors, the exchange 
offer will provide for the creation of a new issue of 
647,360 shares of C. & O. preferred stock of $100 
par value, with a dividend rate of 314%, fully cumu- 
lative. Each share of new preferred stock will be 
convertible into the common stock, at any time at 
the option of the holder, on the basis of 1.6 shares 
of common stock for each share of preferred. This 
fixes a conversion price of $62.50 a share for the 
common stock. On the basis of the proposed ex- 
change offers, assuming full acceptance, C. & O. 
common stock would be outstanding in the amount 
of 8,326,131 shares. 

As a result of the proposed unification, an added 
element of strength will be imparted to the securi- 
ties (both bonds and stocks) of Nickel Plate, Pere 
Marquette and Wheeling and Lake Erie. Moreover, 
future refunding operations in connection with out- 
standing bonds of |these roads would be greatly 
facilitated. 


Strong Competitive Position 


The proposed 7,190-mile system would be a for- 
midable rival to other Eastern trunk lines. The 
merged company would have lines operating in nine 
states, serving such important mid-western cen- 
ters as Chicago, Detroit, Cleveland, Toledo and St. 
Louis; both sides of Lake Erie to Buffalo, and the 
Chesapeake corridor to Norfolk and Newport News, 
Virginia. Combined assets, on December 31, 1944, 
would have approximated $1,462,000,000, while last 
year’s combined operating revenues would have ap- 
proached $400,000,000. 


In Eastern trunk-line territory, the latter would 
have been exceeded only by the Pennsylvania and 
New York Central; in the West only by the South- 
ern Pacific, Santa Fe and Union Pacific. The merger 
would lift C. & O. to a place among the first twelve 
roads from point of mileage and among the first 
six from point of gross revenues. With Chesapeake 
& Ohio as the important contributor of “Pocahontas 
coal,” depression-proof revenues, the new system 
would possess widely-diversified earning power. 


While true that the amalgamation would cause 
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a dilution of C. & O.’s common stock, and place a 
new issue of preferred ahead of it, it would at the 
same time lift earnings appreciably on the basis of 
combined results. 

Chesapeake common has received $3.50 annually 
(or the equivalent) in dividends in every year since 
1941. This equity, on which dividends have been 
interrupted only twice (in 1915 and 1921) since 
1898, with disbursements falling below $2.50 a 
share in only one year of the 1930’s, most certainly 
will have the necessary earning power (the more 
so when the present high EPT is reduced, or elim- | 
inated), to pay from $3.00 to $4.00 annually. In- 
deed, for all purposes of analysis, the merged cor- 
poration’s common dividend rate can be considered 
as $3.50 a year. 





Investment Status of Preferred 


As for the new C. & O. preferred, it would be a 
very strong and conservative investment, worthy 
of a place in nearly every type of portfolio, and it 
would command a price of not less than 100 in the 
open market. This preferred would be a cumulative 
issue, redeemable at 105, with an excellent sinking 
fund. The latter would provide the setting aside each 
year of an amount equal to 5% of the remaining 
net earnings of the preceding fiscal period, after 
payment of the preferred dividend, and after allow- 
ing an amount equal to (Please turn to page 736) 





Combined System Working Capital | 


(000’s omitted) 
(As of June 30, 1945) 





Wheeling 
Nickel Pere and Combined 
Cc. & O. Plate Marquette Lake Erie System 
Cash $25,768 $8,349 $8,556 $5,380 $48,053 
Other Cash Items 25,838 21,199 7,089 6,015 60,14! | 
Total Curr. Assets 69,439 38,797 22,786 + =-'14,479~—Ss«1.45,501 | 
Accr. Tax. Liabs. 45,788 16,727 5,929 9,375 77,819 | 
Total Curr. Liabs. 70,719 32,680 14,682 11,313 129,394 | 
Net Work. Cap. *1,280 6,117 8,104 3,166 16,107 | 
*—Excess of current liabilities. 
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INVESTMENT AUDIT 
OF TECHNICOLOR 


BY GEORGE W. MATHIS 


# Naan the million of movie fans viewing the war 

film “Fighting Lady’ must have been many 
whose emotions were additionally stirred by the ex- 
traordinary color effects produced. Indeed, since 
Walt Disney first presented an improved color proc- 
ess in one of his “Silly Symphonies” in 1942, “‘Techni- 
color” has risen slowly but surely on a tide of popular 
favor to establish itself permanently in the trilogy 
of motion-sound-color among major pictures pro- 
ducers in Hollywood and abroad. 

Viewed from the commercial aspect, Technicolor 
now has strongly marked profit potentials for the 
concern bearing its name and responsible for its de- 
velopment, as multiple patents entrench its trade 
position and demand far outstrips productive capac- 
ity. Reflecting these circumstances, shares of Tech- 
nicolor, Inc. are selling currently at about 23 times 
1944 per share net earnings, peak in this respect for 
any concern in the movie industry. 


Early Background 


Growth of this unique concern to its present sta- 
tus, while by no means rapid or spectacular, has 
resulted from the life adventure of one man with an 
able wife, both scientists and additionally equipped 
with good business ability. The product and its de- 
velopment, therefore, while certainly glamorous, rep- 
resent a typically American success story where per- 
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sistence in the face of heavy odds has brought an 
idea to a point of financial eminence by the efforts of 
its originator. Curiously enough, the concern’s first 
development phase began with one war and ends 
with another one, for the business was started by 
Dr. Herbert T. Kalmus in 1914, along with Dr. Danie! 
F. Comstock and W. Burton Westcott. In 1915 these 
men formed a corporation, Technicolor Motion Pic- 
ture Corp., all shares of which were turned over to 
Technicolor, Inc. in 1922. Subsequently, a British 
subsidiary was organized, Technicolor, Ltd., with 
controlling interest vested in the Technicolor Motion 
Picture Corp., which has always functioned as the 
manufacturing unit of the business. 

Early efforts to find a market for color films were 
very discouraging as costs were mountainous, tone 
values entirely too deep and the color distorted, 
arousing sales resistance difficult to surmount. By 
1926, Dr. Kalmus had lost his two original asso- 
ciates, enjoyed only nominal profit, and had already 
spent $2.5 million which had been provided bv loyal 
supporters. For to convince skeptical movie pro- 
ducers that his idea was even practical, it had been 
riecessary for Technicolor to produce several speci- 
men pictures of its own. As the 1929 boom ap- 
proached its crescendo, however, price factors be- 
came less significant to the movie producers, and 
volume enjoyed a great spurt: net earnings in 1930 
soared to above $800,000, only to undergo a rapid 
collapse because with color combinations confined to 
two primary colors, public appraisal of the unrealis- 
tic effect was disappointing. 


Research to the Rescue 


At this critical period, years of scientific research 
came to the rescue by adding blue as a third com- 
ponent, making possible for the first time a start 
towards the beautiful films which by degrees are 
revolutionizing picture taking technique. Light re- 
flected from a photographed subject passes through 
a single lense to a prism and by filtration is deflected 
to three primary negatives, each sensitive to its re- 
spective color. From these a combined master image 
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is printed and developed, the 
basis of all the hard-won pros- 
perity for Technicolor today. 


Successful development of 
this new process, however, 
brought no immediate acclaim 
to its inventors, as some of the 
leading picture producers had 
lost both money and confidence 
through premature efforts to 
commercialize its predecessor. 
From 1931 to 1935, accordingly, 
Technicolor deficits totaled over 
$800,000, wiping out all the 
gains of 1930. Thanks to a few 
courageous clients, the attrac- 








Pertinent Statistical Data 


1939 
Sales ($ mill.) $5.11 
Depreciation !$ mill.)...... 181 
Balance for common ($ mill.) 912 
Operating margin ..... 17.6%, 
Net profit margin... 17.8%, 
% earned on invested capital*.. 17.0% 
Earned on common, per share 1.08 
Earned on common, % of 4.7%, 


mame pricey 
Dividend rate .............. 1.00 


Dividend yieldt 4.3% 

Current asset value, per share**.. $4.30 

Book value per share $5.47 

Net current asset value, $3.35 
per share** __. 

Cash asset value per share $3.49 

Curent tatters 0... 4.5 


1940 
$5.103 
156 
933 
20.3%, 
18.3% 
17.9%, 

1.05 
45% 


75 
327%, 
$4.86 
$6.05 
$3.95 


$4.16 
5.4 


1941 
$6.390 
128 
943 
18.3% 
14.7%, 


* 20.0% 


1.05 
4.5% 


1.00 

4.3%, 
$4.83 
$6.09 
$3.84 


$3.78 
4.8 


1942 
$5.797 
134 
370 
7.5%, 
6.3%, 
8.4%, 

Al 
1.8% 


25 
11% 
$4.71 
$6.27 
$4.01 


$3.39 
6.7 


1943 
$9.293 
133 
1.103 
16.9%, 
11.8%, 
23.0% 

1.22 
5.3% 


50 
23% 
$6.57 
$7.04 
$4.91 


$4.46 
3.9 








tion of the improved process 
became more widely known, 
however, and beginning with }| 
1936, substantial profits again 








*—Before provision for income taxes. 
**_After prior obligations. 
t—All % based on current market price of 23. 
'a)—Current rate indicates $1 div. for 1945; a yield of 4.5%. 














appeared, dividends were in- 
augurated and, supported by 
steadily increasing volume, have continued without 
interruption ever since. 


Virtually Non-Competitive 


The current position of this concern as a practi- 
cally non-competitive supplier to one of the nation’s 
major industries is extremely interesting. About 300 
patents are tucked away in its vaults, covering every 
element of its unique processes and equipment, and 
the “know how” gained through long experimenta- 
tion is by no means confined to the printing and 
developing of film, as color photography enforces 
studio techniques quite different from those em- 
ployed in taking black-and-white pictures. For this 
reason, Technicolor special cameras must be leased, 
and before they are used, the trained services of 
Mrs. Kalmus and her specialists are essential in the 
selection of materials for costumes, proper makeup, 
lighting effects and to coach the photographers in 
making their shots. As matters stand at present, 
about 95° of color processing for the movie pro- 
ducers is done by Technicolor, the one dependable 
source, and demand has reached truly embarrassing 
proportions. While whispers of approaching compe- 
tition from du Pont and a few other sources are 
heard, nothing tangible has developed; it would 
nen a lot of courage for an outsider to invade the 

eld. 

Capacity of the Hollywood plant normally is rated 
at about 140 million feet of film annually, but under 
combined pressure from the armed services and the 
movie industry, 1944 production reached a record 
high of nearly 162 million feet, attesting to a re- 
markable degree of operating efficiency. Growth of 
the business may be surmised by comparing a 1932 
production of only 5.5 million feet, rising steadily, 
except for 1942 when film supplies became scant, 
to 125.7 million feet in 1943. Last year, 29 feature 
length pictures were done in Technicolor, bringing 
gross receipts by the company to a _ peak of 
$11,194,380. Most promising of all, contracts have 
already been signed for servicing 35 new pictures 
annually for the next three years, booking the com- 
pany to present capacity, and then some, until the 
end of 1948. 
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Few concerns in the country are so well assured 
of expanding volume in postwar, and Technicolor 
has no reconversion problems to delay its progress. 
In Britain, ample proof that the growth trend is 
not limited to the United States is afforded by the 
company’s affiliate, Technicolor, Ltd., which in 1944 
photographed four features and sold 33 million feet 
of film, representing an increase of 33% over 1943. 

To meet obvious needs for expansion, Technicolor 
has purchased a large tract of land close to its pres- 
ent premises, and plans the immediate construetion 
of a new plant to double its capacity. Through sub- 
stantial earnings retained in the business and a 
$2.5 million serial loan arranged with a Western 
bank, the company has (Please turn to page 734) 





Comparative Balance Sheet Data 

















‘'$ millions) 

1941 1944 Change 
ASSETS 
Cash 3.403 3.518 +.115 
U. S. securities 1.740 +1.7490 
Receivables, net 595 .833 +.238 
Inventories, net 353 596 +.243 
Other current assets 
TOTAL CURRENT ASSETS 4.351 6.687 +2.336 
Plant and equipment 3.049 3.521 +.472 
Less depreciation 1.548 1.905 +.357 
Net property 1.501 1.616 +.115 
Other assets 2.731 2.763 +.032 
TOTAL ASSETS 8.583 11.086 +2.483 
LIABILITIES 
| Accounts payable and accruals .285 1.001 +.716 
Reserve for taxes .606 1.272 +.666 
Other current liabilities a = 
TOTAL CURRENT LIABILITIES 891 2.273 +1.392 
Deferred liabilities .200 .025 —.175 
Reserves .004 —.004 
Capital 6.542 6.669 +.127 
Surplus 946 2.099 +1.153 
TOTAL LIABILITIES 8.583 11.066 +2.483 
| WORKING CAPITAL 3.460 4.414 +.954 
|Current Ratio ; 4.8 3.0 —1.8 
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RADIO INDUSTRY 


BY EDWIN A. BARNES 


tee honor of being the first of our big manufactur- 
ing industries to attain full scale reconversion to 
a peacetime status may well be claimed by the radio 
industry. Less than a month after V-J Day, the in- 
dustry is found straining every production sinew in 
an effort to have some of its wares in the shops for 
Christmas. At best, however, only a small segment 
of potential buyers will have a new radio set this 
Yuletide; the rest of us will have to wait until next 
year. And it will be during the next year or two that 
the radio industry will have an adequate opportunity 
to meet the huge pent-up demand, and capitalize 
upon the tremendous scientific strides made under 
urgency of war needs. 

Twenty years of normal research were concen- 
trated in the four war years. Not only was the day 
of ultimate perfection in television and frequency 
modulation broadcasting brought years closer, but 
many new and extremely valuable devices and in- 
struments utilizing the vacuum tube were developed. 
These latter will mean new markets and greater 
diversification for the industry. More immediately, 
however, the industry’s most promising prospects 
lie in the long deferred demand for radio receiving 
sets and equipment. 


Big Markets Loom 


According to the Bureau of Census, the radio in- 
dustry in 1939, the last pre-war year, produced radio 
receiving and transmitting sets and tubes, television 
sets, phonographs, accessories and associated equip- 
ment to the value of $275,870,165. It is estimated 
that about two-thirds of this latter figure was for 
radio receiving sets. Just what the immediate poten- 
tial demand for new radio receiving apparatus is at 
the present time is hard to say and estimates from 
reliable sources have ranged all the way from 5,000,- 
000 to 25,000,000 sets. Last March the director of 
sales research of Sylvania Electric Products pre- 
dicted that within the first five or six years follow- 
ing total victory, American families would purchase 


new radios to the tune of 100,000,000 sets! It is not , 


necessary, however, to accept the more optimistic of 
current estimates (although they are not necessarily 
outside the realm of possibilities) to appreciate that 
the industry has in store for it several years, at 


742 





least, of business substantially larger in volume and 
value than it experienced in any pre-war year. 

Phileco Corp. estimated the potential demand ai 
25,000,000 sets. This is twice as many séts as the 
industry produced in its biggest peacetime year. 
There are undoubtedly many sets still in use at this 
time which will be abandoned once new models are 
available. Many users will not be aware of the degree 
of obsolescence which has occurred until they have 
had an opportunity to compare their sets with the 
new product. Improved tonal qualities and sharper 
tuning will most certainly be present in the new 
sets. 

FM Broadcasting and Television 





Frequency modulation — staticless reception 
can be counted on to provide a strong selling force, 
as previously this feature was available on only a 
limited number of sets, and FM broadcasting was 
confined to a comparatively few large urban areas. 
The Federal Communications Commission is prepar- 
ing to license FM broadcasters on the newly estab- 
lished FM commercial band. Old sets equipped for 
FM reception will not be able to receive broadcasts 
originating on the new band. To overcome this 
threat to customer good will, a device has been de- 
veloped to permit present FM broadcasters to emit 
simultaneously the old and new frequency during the 
interim period of changeover. 

What about television? For some years now tele- 
vision has been hailed as everything from the great- 
est scientific marvel of the age to the death knell of 
the motion picture industry, but so far the public 
has seen very little of it and what it has seen has 
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failed to live up to expectations born of ill-timed 
ballyhoo. Television is the child prodigy of the radio 
industry and is growing up—albeit somewhat slowly. 
At the present time, there are only nine stations 
broadcasting television within a local range. Nor is 
television broadcasting on a national scope compar- 
able with present networks an early possibility. An 
official of the Columbia Broadcasting System re- 
cently stated that it would be at least two years be- 
fore the public could expect national television, and 
longer before it became international. 


Battle of the Spectrum 


Meanwhile two giants of the industry are locked 
in a competitive struggle which promises to have a 
very important bearing upon the future progress of 
television. Columbia Broadcasting advocates moving 
television “upstairs” to the ultrahigh wave lengths. 
In this area of the radio spectrum, Columbia is hope- 
ful that not only will much sharper black and white 
images be possible, but color broadcasting as well. 
The company will in the near future place a pilot 
transmitter in operation and will also spot a number 
of receiving sets at strategic points to demonstrate 
its contention of superiority over the standard 
broadcasts now being made. 


Radio Corp. of America, on the other hand, has a 
heavy investment in standard television and was re- 
cently assigned six channels in the lower spectrum 
by the FCC. Apparently Radio Corp., is anxious to 
cash in on the public impatience for some practical 
evidence of television, while Columbia is equally 
anxious to prove its point before too many standard 
television receiving sets are in the hands of the pub- 
lic. Should color broadcasting prove feasible, it 
would still be difficult to obtain widespread accept- 
ance if it materializes after the public has already 
made a large investment in standard television sets. 
The present standard type set would be unable to 
receive programs broadcast on the higher wave 
lengths. 


Potentially, television is without doubt the great- 
est reporting medium. The time will come when the 
owner of a television set may witness the nation’s 
greatest sporting events, political gatherings, par- 
ades, etc., from the comfort of his own home. Some 


types of programs such as quizzes, comedy and sym- 
phonic and popular music can be given television 
treatment without much change in the form in 
which they are now broadcast. Others will require 
new production techniques, while the art of televi- 
sion will make possible the creation of new types of 
programs not now feasible. It is to be doubted that 
television will ever be on the air for the same ex- 
tended periods of time which are now a part of the 
regular day to day broadcasting schedules. Aural 
broadcasting permits the listener to otherwise oc- 
cupy himself during the broadcast, if he so desires. 
Television requires the “listener” to sit down and 
give it his undivided attention. The housewife would 
have to stop her work and the husband would have 
to put aside his newspaper. This means that to 
achieve any real measure of commercial success, 
television broadcasters will have to set a very high 
standard of program production to insure audience 
attention. And this brings up a sort of chicken and 
egg problem. 

To attain a national status, television will require 
the commercial support of advertisers. But before 
advertisers will shell out their money, they want to 
be certain that they are going to have a large audi- 
ence to view their program and hear their sales 
talks. Just how this dilemma will be overcome re- 
mains to be seen. It may be that some system of 
assessing owners of television sets may have to be 
devised to subsidize programs until advertisers are 
satisfied that it is a medium warranting their finan- 
cial support. 

A national network of television programs would 
require the establishment of radio relays or the con- 
struction of coaxial cable facilities—possibly a com- 
bination of both. The cost would be considerable in 
any case. Announcement was recently made jointly 
by Westinghouse Electric and Glenn L. Martin Co., 
that they have blueprints for the broadcasting of 
television and FM programs from planes six miles 
up in the air. From that height, they believe, it 
would be possible to reach 78 per cent of the national 
population by using only fourteen planes spotted at 
selected places throughout the country. 

As has been said, television is growing up but it is 
still a long way from maturity. As a potential of the 
radio industry it is unquestionably an exciting one, 
but before it is likely to contribute anything sub- 
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Book Net Current Cash 1936-9 

Value Assets* Items Avge. Net 
Emerson Radio . $8.82 $7.01 $11.23 Not Avail. 
| Farnsworth Television 3.93 2.81 3.78 def 0.53(c) 
Hazeltine Corp. . 16.83 12.72 22.85 3.27 
Philco Corp. ae CRORES 11.80 22.79 pee C) 
Radio Corp. of Amer. . 4.90 3.08 6.92 232 
Raytheon Mfg. (f) 6.45 2.14 1.55 .09 
Stromberg Carlson _.......... 27.34 11.49 10.19 34 
Sylvania Elec. Prod. 20.73 12.92 18.57 1.63 b) 
Zenith Radio ..... 20.47 14.62 17.64 2.24 


*—After prior obligations. 


'b)—Adjusted to reflect 2-for-! split in 1941. 
(c)—1939 only. (e)—Since 200% stock div. in Feb. 1945. 





Statistical Position of Leading Radio Shares 


In Dollars Per Common Share 


(a)—Present common issued in 1940; 1937-9 average earnings as applied to present capitalization were $.38. 





Price 

1944 1936-9 1944 Div. 1944-45 Recent Earnings 
Net Avge.Div. Div. Yield Price Range Price Ratio 
$1.82 NotAvail. $.90 38% 25 -I2 23//, 12.9 
.68 Ap Nil Ni 1654- 934 I5I/, 22.7 

4.98 337 2.45 6.8 36!/2-26'/, 33 6.6 | 

2.87 (a) 120 311 40-247, 3854 13.4 | 
51 10° .20 '2 165%4- 83, 16 E | 
3.59 Nil Nil (e)2334-17% 18% 5.2 
2.97 16 75 3.4 20!fn- 93% 22'/, 7.4 
2.04 1i5(b) 1.25 3.3 3734-263%, 37, «18.2 
3.37 Ap By 1.00 2.6 441/,-333, 38, 11.4 


Ap—Year ended April 30, 1945. | 
(f)—All figures adjusted to reflect 200% stock div. paid in Feb. 1945. | 
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stantial in the way of financial returns, the industry 
must be prepared to spend many more millions of 
dollars on its development and exploitation. 

But it is not necessary to keep the sights of the 
radio industry raised to see good game ahead. Just 
to bag the market for radio receiving and radio 
phonograph sets will insure many months of capac- 
ity operations and for some companies—substantial 
financial gains. It is to be doubted, however, that the 
optimism with which a lot of new manufacturers are 
entering the field will be justified by the results in 
their ledgers. Some 150 manufacturers, many seek- 
ing to exploit their wartime experience in radio and 
electronics, have indicated their intention of manu- 
facturing radio receiving sets. Prior to the war there 
were about 80 manufacturers, and only a handful of 
these attained any real earning power. In the inevit- 
able competitive struggle, the best bets for the in- 
vestor are those companies whose products have 
already attained considerable public recognition and 
where such advantages as technical knowledge and 
experience, an established sales organization and 
ample finances assure them a full share of the big 
markets for radio and electronic products. 


Prospects for Export Sales 


Any appraisal of the outlook for the radio indus- 
try would be incomplete without giving recogni- 
tion to the export prospects. Normally export sales 
account for about 8 per cent of the value of the 
industry’s output. It is reasonable to presume that 
proportionately the pent-up demand in foreign mar- 
kets, particularly South America and Canada, is on a 
par with that here. American receiving sets enjoy 
the prestige of superior quality among foreign users 
and it is a safe assumption that these markets will 
again be available to American manufacturers— 
when thev have enough production to make equip- 
ment available for export. 

The fact that the radio industry has been able to 
swing swiftly and smoothly into high reconversion 
gear reflects such advantages as an adequate pool of 
trained personnel; no retooling or plant rearrange- 
ment was required, and the difference between the 
type of product used bv the militarv forces and that 
to be offered the public was such that the change- 
over could be made with the minimum disruption. 
New designs and improvements were already per- 
fected. It only remained for the industry to vet the 
green light to resume civilian output on a large scale. 
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Some of the companies which appear to be well 
favored by the advantages which have been listed 
are briefly highlighted below: 

Although one of the smaller manufacturers of 
radio receiving sets, EMERSON RADIO & PHONO- 
GRAPH CoO. has enjoyed better-than-average com- 
petitive progress, through specializing in the smaller 
low price sets. In each of the three years prior to 
1942, sales topped one million sets. Company is re- 
ported to have four models ready for the holiday 
trade and plans eventually to have fifty-eight models, 
including television sets. Latest reported earnings are 
for the six months to May 5 last, and were equal to 
$1.29 a share for the 400,000 shares of capital stock. 
As a speculative vehicle, the shares have merit. 

The best showing in its history was made by 
FARNSWORTH TELEVISION & RADIO in the fis- 
cal year ended April 30 last when net of $953,385, or 
67 cents a share was shown. Prior to the war the 
company had no earning power. Products include the 
Farnsworth and Capehart receiving sets. The com- 
pany is also planning to manufacture various elec- 
tronic products, but its greatest potentialities would 
seem to lie in its primary field of television. Shares 
must be rated as highly speculative. 


Income of HAZELTINE CORP. is derived mainly 
from royalties on basic patents in the radio and tele- 
vision field held by the company. Earnings in recent 
years have been quite substantial but trend of prof- 
its over the near term is problematical. Doubts in 
this respect probably account for the current low 
price-earnings ratio. 

PHILCO CORP. is the largest manufacturer of 
radio receiving sets and these account for about 70 
per cent of the company’s volume. Other products 
include electric refrigerators, freezing chests, air 
conditioning equipment and storage batteries. On 
the strength of the company’s established trade po- 
sition and consumer acceptance accorded its prod- 
ucts, it would appear assured a full share of the big 
market over the months ahead. Earnings in the first 
half of this year were equal to $1.20 a share, a 
moderate decline from the level a year ago. Divi- 
dends of at least 20 cents quarterly may be expected 
and the shares invite favorable speculative consid- 
eration. 

RADIO CORP. OF AMERICA has long been the 
most prominent company identified with the radio 
industry and the field of electronics generally. It 
holds many basic patents and engages in extensive 
manufacturing and research activities. The com- 
pany’s shares have always contained a considerable 
element of “romance” which in a large measure ex- 
plains the consistently high price-earnings ratio at 
which they sell, despite the fact that earnings have 
been quite modest and dividends have never been in 
excess of 20 cents a share annually. For their specu- 
lative appeal the shares depend mainly on the com- 
panv’s prominence in a dynamic and growing in- 
dustry. 

Under the stimulus of demand for radar and other 
communication devices and equipment by the armed 
forces, earnings of RAYTHEON MFG. CO., recorded 
spectacular wartime gains. Previous earning power, 
however, was unimpressive. The company has ac- 
quired control of Belmont Radio and will enter the 
radio receiving set field. (Please turn to page 729) 
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Postwar Potentials 
Of Frozen Food 
Industry 


BY RICHARD COLSTON 


eg the frozen food and related industries, the end 
of the war means that the era of greatest growth, 
which had barely started in the late ’30’s, will now 
be resumed, and at a pace which should be accele- 
rated by improved techniques and wider public ac- 
ceptance. Forecasts made by responsible sources 
identified with the frozen food industry indicate a 
ten-fold increase in the number of retail outlets dur- 
ing the next five years; sales which amounted to 
$250,000,000 in the best pre-war year may rise to 
$10,000,000,000 annually by 1955; and in time it is 
expected that 65 per cent of all perishable food will 
be preserved by quick freezing. It would be possible 
to make generous allowance for the customary opti- 
mism of trade interests in these forecasts and still 
find, in the outlook, adequate support for the dy- 
namic growth potentialities attributed to the in- 
dustry. 


Refrigeration Industry’s Role 


Aiding, abetting and sharing in these potentiali- 
ties is another industry—the refrigeration industry. 
In fact to the frozen foods industry, the refrigeration 
industry is what the locomotive and car building in- 
dustries are to the railroads, the highways to the 
automobile, and the sewing machine to the clothing 
manufacturing industry. It was fifteen years ago 
that General Foods first introduced frozen foods in 
small retail packages. These frozen vegetables and 
berries met with almost instant success, but their 
distribution was of necessity limited to a compara- 
tively small number of selected dealers. In order to 
stock frozen foods it was necessary for the dealer to 
have an ice cabinet with temperatures sufficiently 
low to prevent melting. The first of these cabinets 
were expensive and the average retailer was not in- 
terested. Lacking sufficient distribution, it was not 
feasible for General Foods to advertise its frozen 
products and growth of this 
young industry in those days 
was tryingly slow. But in time 
the cost of storage cabinets was 
substantially lowered and means 
were found to finance their 
ready purchase by retailers. 
From then on new outlets ex- 
panded at an increasingly rapid 
rate. 


Display of Frozen Food Cabinets at 
R. H. Macy & Co. 


Tres 


as ; Courtesy of 
Refrigeration Corp. of America 









































Most of the leading manufacturers of coe 
tion equipment are planning to introduce a full line 
of frozen food cabinets, lockers and home freezing 
units as rapidly as materials and machinery can be 

made available. These new products will not only 
give important impetus to the frozen food industry, 
but they will be brought into a market in which con- 
siderable educational and sales work has already 
been accomplished. A large backlog of orders has 
accumulated, and once buy. ers are able to view sam- 
ples of the actual product, demand should be trans- 
lated into buying. 

That consumption of frozen foods is destined for 
a marked increase there can be no doubt. Frozen 
foods were not rationed, a circumstance which in- 
duced many housewives to try them—and then buy 
them regularly. In this manner many new consumers 
were added who in the normal course of events 
would have responded only to slow and painstaking 
sales efforts. Also, frozen foods were introduced for 
the first time to many men and women in the armed 





forces. They liked what they tasted and it is a pretty 
safe bet that many of them will become civilian cus- 
tomers in time. There are many sections of the coun- 
try, particularly medium size communities, where 
frosted foods are either not available or still looked 
upon as a novelty. With competent surveys indicat- 
ing a nationwide expansion in the number of retail 
outlets handling frozen foods, processors will be able 
to tap these fertile fields. Even in the larger urban 
areas, there is still much room for increased dis- 
tributing facilities and effective merchandising. 
Many families already own cold storage boxes and 
it is estimated that there are some 2,000,000 indiv- 
idual cold storage lockers in community plants. 


At the present time there are between 35,000 and 
40,000 stores handling frozen foods. This number 
would doubtless be substantially higher if the re- 
quired storage cabinets were available. None was 
made during the war years. The dollar volume of the 
frozen foods business at the present time is about 
$200,000,000 annually, compared with the total value 
of the sales of all perishable foods of $17,000,000,000 
annually. There is ample room for the frozen food 
industry to enlarge its share of this business and it 
is practically a foregone conclusion that it will do so 
—and to an appreciable extent. 

In making their bid for mass consuming markets, 
frozen foods processors can be expected to follow a 
well defined program. With retail outlets, increased 
to 100,000 they would then be represented in about 
25 per cent of all the grocery and combination gro- 
cery and meat markets in the country. Many leading 
department stores too, now stock a line of frosted 
foods. With broader distribution and with more 
processors in the field to exert competitive pressure, 
prices will probably be brought down to the present 
price range of first grade canned goods. The higher 
prices of frozen foods have placed them at a com- 
petitive disadvantage and many a housewife who 
might otherwise have been persuaded to try them 
has passed them by in favor of the canned or fresh 
product. Also making for a gradual lowering of 
prices should be the increased efficiency in handling 





and packing made possible by iniproved equipment 
soon to be made available. 

With most manufacturers of refrigerators plan- 
ning to incorporate cold storage compartments in 
new models, as well as offering family size storage 
cabinets at less than $200, it should be possible to 
broaden the distribution of frozen foods by direct 
home deliveries—in the same manner that milk and 
other dairy products are distributed. Earlier experi- 
ments along this line did not meet with much suc- 
cess because housewives did not have any means of 
storing their purchases against the time when they 
would be used. With a cold storage compartment or 
cabinet, frozen foods may be kept indefinitely. Even 
should there be a temporary break-down in power 
facilities, tests have shown that frozen foods would 
be unaffected for several days. 

Still another stimulus to the development of a 
mass market should be the substantial increase in 
the number of frozen food products. At the present 
time there are about 75. In the near future there 
will be some 200 varieties, including an extensive 
line of pre-cooked foods, (Please turn to page 730) 

















| 

| Statistical Position of Companies Likely to Be Prominent in Frozen Food Merchandising 

In Dollars Per Common Share Price 

Book Net Current Cash 1936-9 1944 1936-9 1944 Div. 1944-45 Recent Earnings 

| Value Assets* Items Avge.Net Net Avge.Div. Div. Yield Price Range Price Ratio 

| General Foods $16.89 $11.03 $3.52 $2.45 $2.14 $2.13 $1.60 3.4% 4834-40 46\/, 21.6 

| Stokely-Van Camp 12.87 5.48 3.27 def .07 3.48 My 35 <2 (| ene 21Y4- 9, 21 6.0 

| Standard Brands 19.81 10.04 4.42 2.97 2.59 2.70 1.00 2.5 407-273, 40!/, 14.8 

| Libby, McNeil & Libby... 11.86 7.26 4.32 50 .87 .60 50 §.2 10 - 6% 952 11.0 

| IMPORTANT MANUFACTURERS OF QUICK FREEZING EQUIPMENT 

| General Electric 12.17 8.03 15.42 1.53 1.76 1.55 1.40 2.8 4954-35 49\/> 28.1 

| Westinghouse Electric (a)... 21.10 14.54 12.71 1.46 2.06 1.09 1.00 2.7 3774-31" 363, 17.8 

Borg-Worrmer nnn ccescsneeeeene 26.87 18.22 19.33 3.29 3.42 1.46 1.60 3.4 4834-34!/, 473 13.8 

Nash-Kelvinator 11.73 8.16 8.13 def .43(b) 71 ad 50 2:3 22%4-11'/2 21% 30.1 | 

| Philco ‘ ee | 11.80 PA 5 ee (e) 2.87 a |) 1.20 ce 40 -247%% 3834 333 | 

| Carrier Corp. ...... aa NOFS 4.60 2.73 AT 2.83 Nil Nil eos 30 - -l7% 285 10.1 | 

| York Corp. ee 6.13 4.94 def 1.04 78 Nil » 1935-9419 24.3 

tanad Products , . 2269 14.02 28.26 1.56 2.87 2.06(c) 1.00 32 32-15! 31%, 10.9 | 

| *—After prior obligations. 'a)—AIl figures adjusted to reflect 4-for-I split May, 1945. | 
(b)—1937-9 Avge. (c)—Excl. of 100% stock div. in Feb. 1936. 
(e)—Present common issued in 1940. 1937-9 Avge. earnings as applied to present capitalization were $.38. 
(f)—10% stock div. paid in Sept. 1944. My—Year ended May 31, 1945. 
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EVER before has a major portion of industry 
been faced with such an abrupt collapse of pro- 
ductive activity as followed immediately upon the 
heels of the Japanese surrender. Overnight, the 
lightning of military cancellations split huge back- 
logs of Government orders to meagre proportions or 
wiped them out entirely, and the end is not yet. At 
the turn of the year, it is believed that contract ter- 
minations will total the enormous sum of about $47 
billion. Even by the middle of August the Army had 
slashed 92,000 outstanding contracts by $23.5 bil- 
lion, to which must be added $9 billion cancellations 
by the Navy, making a grand total of $31 billion. 
The impact, quantitatively, is more than ten times 
as severe as after the last war, when contract ter- 
minations amounted to a relatively modest $4 billion. 


Situation Still in Flux 


Just how drastically the blow has affected indi- 
vidual concerns cannot be determined yet, nor—with 
the situation still in a state of flux—can backlogs 
still remaining tell a significant story, for the up- 
heaval is progressive and with every day that passes 
a billion dollars here and several billions there make 
a lot of difference in such scattered reports as be- 
come available; ever since V-J Day, in fact, cancel- 
lations have begun to pile up. Thanks to a recent 
regulation of the Securities and Exchange Commis- 
sion, many large concerns with listed securities now 
have to report their military cancellations and re- 
maining backlogs of the same kind, but as these 
records are forthcoming only at quarterly intervals, 
the picture presented is far from complete, as many 
further changes may have occurred since their com- 
pilation. With corresponding reservations, the ap- 
pended table will at least illustrate how broadly and 
emphatically termination of military contracts has 
affected production schedules of a variety of war- 
active concerns, as well as provide some clues bear- 
ing on near-term operations during transition. 

Tied in with occasional reports released by con- 
cerns enjoying civilian backlogs as an offset to now 
vanishing military orders, the general picture be- 
comes more illuminating, but competitive strategy 
limits the number of such reports available for 
study. On the other hand, postwar potentials for the 
various industries have increasingly engaged the 
attention of analysts for a long time past, so that, 
broadly viewed, the current industrial earthquake is 
something fully anticipated, and within months it 
will appear only as a transient landmark in the up- 
surge to a new prosperity. Its impact, however, 
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How Companies Fare 
Under War Contract Cancellation 


WARREN 
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brings to the front realistically many conjectures 
heretofore evolved, and their application to facts 
now unfolding enhances interest in the rapidly 
changing scene. 

All sections of the country, as well as a multitude 
of industries not classed as munition makers, are in 
the same boat with other areas and manufacturers 
of guns, planes, tanks and ammunition, when it 
comes to feeling the effect of contract terminations, 
for military procurement included huge amounts of 
food, clothing and innumerable small items which 
would require volumes to define. Quite naturally, the 
impact is felt more heavily by makers of weapons, 
aircraft and ships than by other industries, although 
the suppliers of raw materials for strictly military 
items share the burden importantly, for the nation’s 
stockpile of fighting equipment assumed tremendous 
proportions with the cessation of hostilities. 


Quick Cancellations 


For this reason, the War Department immediately 
took steps to cancel all major contracts for the above 
mentioned items, except those essential for experi- 
mental or development purposes, the percentage of 
terminations in this category running up to 94%. On 
the other hand, for some time to come, millions of 
soldiers will have to be clothed and fed, so that con- 
tracts for food have been reduced only about 20% 
although measured in dollars this represents several 
hundred millions of dollars per month. Generally 
speaking, therefore, certain industries and their 
components differ widely in their contractual ex- 
periences. 

Makers of aircraft generally felt the brunt of con- 
tract terminations at its peak force, as war demand 
had inflated capacity twenty times over compared 
with prewar, and an abrupt return to normal expec- 
tancies, improved as these are by worldwide devel- 
opment of aeronautics, involves tremendous read- 
justments. Included among regular producers of 
aircraft are the numerous automobile manfacturers 
which so ably converted their facilities to swell the 
production of planes. For the aircraft industry 
proper, physical reconversion involves no serious 
problems except where plans to add new and unre- 
lated lines entail necessary complications, but the 
inevitable contraction in volume so abruptly thrust 
upon them presents a major economic problem. In 
scanning the table it will be noticed that both as to 
reported terminations and remaining backlogs of 
military character, the figures bulk huge compared 
with other industries... ; 







































Contract Cancellations and Remaining 
War Order Backlogs 
| AS REPORTED BY SEC 
(Millions of $) 

Remaining 
War 

Cancellations Contracts 
Boeing Airplane Co... 1050.0 102.6 
Lockheed Aircraft _... 224.9 151.0 
Douglas Aircraft 525.0 175.0 
| Grumman Aircraft Eng..... 240.0 141.0 
|N. Y. Shipbuilding... .. a 97.0 
Newport News Shipbuilding. cae, ee 86.3 
Northrop Aircraft 62.3 62.5 
Wheeling Steel _..... —~: ons 53.8 
Sylvania Electric ‘Products mee. 42.5 42.5 
Servel 41.4 41.4 
Republic Aviation 242.0 37.0 
Fruehauf Trailer 27.1 27.1 
Savage Arms ......... 25.6 25.8 
U. S. Hoffman ani... 5.7 15.6 
Zenith Radio 53.7 49 
Emerson Radio .......... - 7.6 12.2 
Goldfield Consolidated ea, 8.9 3.5 
Midwest Piping and Sup... 7 11.7 
Menasco Manufacturing —....... 9.6 11.2 
Fairchild Camera & see HANEY 14.0 11.0 
Farnsworth Tel. & Radio... «12.4 10.1 
PNINIIV AN 5 on ects 8.5 9.9 
Beech Aircrott 4.45... B80 6.9 
| National Gypsum een 4.6 4.6 
| American Type Founders... 9.0 4.5 
| Crosley are diye end Naa kot 7.0 
| Hudson Motor ...... “= 69.7 PY 
| Le Tourneau . Thee 13.8 a. 
| Graham Paige in ennnnnnne = 4 55 
| Allied Products cen 2.8 3 
|General Motors shea ee 411.0 
| Eureka Vacuum Cleaner................ 3.9 5.7 
| International Silver 00 = «19.0 5 
| Berkey & Gay Furniture... 3.0 39 
| Mullins Manufacturing 0. 97 4.4 
| Aviation Corporation... 24.7 3.6 
| Central Foundry ccm 2.9 2.9 
| General Bronze a ee 7.0 2.5 
|General Time Instrument... 12.9 1.5 
| National lean . 4.6 1.5 
| Blumenthal, Sidney, & Co... 5 ee 1.9 Bast 
| American Central Manufacturing 5.7 18 

[ESS | <> Sa ReReen a eceete Se 1.6 65 

| Diamond T ier... eee 55 

| Iron Fireman 75 50 

| American Coach & Bodv.................... 4.8 46 
| Consolidated Vultee Aircraft 243.0 256.0 
| Martin, Glenn Linen 413.2 180.3 
[Ryan SRE A 27.0 
Admiral Corp. .......... baad smecn! 5.2 12.3 


| 
| 
— 
| \a)—Calendar year 1942; later years not available. 
} 


1944 
Sales 


608.1 
602.5 
1061.4 
305.1 
172.9 
146.0 
88.0 | 
135.1 
101.5 
58.0 
369.6 
68.9 
37.5 
20.4 
61.3 
23.0 
3.1 
19.4 
166 | 
41.7 
33.9 
14.7 
107.3 
24.2 
48.2 
98.1 
88.5 
42.2 
43.0 
11.2 
4262.2 
9.2 
38.3 
1.9 
40.6 
61.3 
3.7 
19.4 
24.6 
12.1 
19.3(a) | 
30.9 | 
8.0 
93.7 
18.7 
5.6 
960.0 
533.4 
40.0 
42.1 
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Yet in the final analysis, postwar demand for air- 
planes promises to provide the industry with a 
potential volume running as high as perhaps $1 bil- 
lion annually, as demand for civilian planes will 
expand rapidly and technological improvements even 
now have rendered obsolete most of the military 
planes now in use. Commercial airlines already have 
contracted tor some 500 transport planes, and as a 
partial offset to military cancellations, the Armed 
Services hint at new orders in the offing amounting 
to over $650 million to maintain our air force at 
up-to-date standards. 

While fortune will favor certain aircraft makers 
more than others in the near future, the present 
situation is decidedly confused and problems are 
mounting. Luckily, along with contract terminations 
will come a flood of Government cash within weeks 
to settle for all production both completed and in 
process; otherwise the going would be tough indeed, 
as long delays and heavy experimental costs must 
attend the development of new models. 


Douglas Aircraft 


In this connection, a recent report by Douglas Air- 
craft in many ways may be regarded as typical of 
other concerns. The military backlog of Douglas of 
$1,825 million near the war’s end was sliced to $135 
million by September 15, and will probably drop to a 
residue of $50 million in experimental work by De- 
cember 15. And profit margins on experimental work 
are slim at best. Furthermore a commercial backlog 
of $129 million had shrunk through additional can- 
cellations by airlines to about $101 million, as the 
drastic contraction of military output by Douglas 
had raised unit costs by about 50% to a point un- 
acceptable to the commercial airlines. These same 
potential customers for Douglas C-74 transports 
have cancelled orders for 40 four-engined planes of 
this type, valued at $15 million, because they hope 
to buy them at a lower price when the Government 
igen out its intention to offer 200 of them at pub- 
ic sale. 


Many Cross Currents 


Cross currents affecting backlogs of all aircraft 
makers accordingly seem likely to cloud the true pic- 
ture, and so complex are they that some months, at 
least, will be required before adequate appraisals will 
become possible. Constructively, most aircraft mak- 
ers have plenty of cash and some, like Consolidated 
Vultee’s Stinson division with a backlog of 1500 
orders for private planes in the $5000 class, are go- 
ing to be kept very busy compared with prewar. 
Abandonment of aircraft production by the automo- 
bile makers is a blessing to this industry as demand 
for cars provides an immediate and more profitable 
substitute after reconversion g@@rong units in the 
regular aircraft industry shv sare in a volume 
far exceeding prewar levels, arm™ the longer run 
their future prospects are encouraging, if not bright. 

Transitional problems arising from contract ter- 
mination are not as serious for many industries as 
they are for the aircraft industry, and in most in- 
stances the broad aspect of deferred normal demand 
is so clearly marked that (Please turn to page 731) 
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Opportunities for Income and Appreciation 
In Bonds and Preferred Stocks 


D. NORWOOD 


BY JACKSON 


MARKET TRENDS: Fluctuations in the bond market 
continue restricted to a narrow range. General un- 
dertone has been one of strength. Probabilities are 
that new bond financing will be sustained on a large 
scale throughout October as underwriters hasten to 
clear the decks in anticipation of the forthcoming 
Victory Loan drive. It has been estimated that new 
bond flotations in September will total upwards of 
$800 million, and the figure for October is not ex- 
pected to be much lower. The previous high volume 
was in October, 1944, when corporate bond financing 
totaled $695 million. The Victory Loan drive will 
terminate December 8. This will be the last of the 
War Loan drives and also the end of the need for 
concentrating new financing in months not conflict- 
ing with these drives. 

With brightening prospects that investors may be 
given some tax relief, there appears to be some 
switching from municipal bonds to corporate issues 
yielding a better return. Prices of representative 
municipal issues have drifted lower. It is anticipated 
also that many communities and public bodies will 
enter the market for new funds in the not distant 
future. 

The Magazine of Wall Street’s index of bond 
prices showed the following changes during the pe- 
riod indicated: 


On On Net 
Sept. 1 Sept. 15 Change 

Forty corporate bonds....... 212 1208 — A 
Ten high grade rails........ 11463 1155 — 8 
Ten second grade rails....... 271.1 268.7 —2.4 
Ten high grade utilities... .. 98.7 988 + .1 
Ten high grade industrials.. 105.5 105.6 -- .1 
Ten foreign government issues 132.0 132.8 -+- .8 


Average earnings in recent years have been suffi- 
cient to provide a substantial margin of coverage for 
prior preference dividends. Net available for that 
purpose in the fiscal year ended May 31 last, was 
equivalent to $9.36 a share, comparing with $8.55 in 
the preceding period. In other words, dividends were 
earned better than nine times in the most recent 
period. Ahead of the prior preference shares there 
are $3,440,000 debenture 314’s due 1958, and there 
are 808, 030 shares of common stock. Latest balance 
sheet disclosed a comfortable financial position. Total 
current assets, including cash of some $2,600,000, 
were $21,135,082, while current liabilities were less 
than $6,000,000. 


PREFERRED STOCK SINKING FUND: Quite a number 
of the new issues of preferred stocks which have 
been offered on the market over the past several 
months have incorporated provisions for the opera- 
tion of a sinking fund for the retirement of a speci- 
fied portion of the issue yearly. Many investors may 
feel that the operation of such a sinking fund would 
tend to impart a greater measure of market stability 
than might otherwise be the case. Under certain 
circumstances this might be true. 

But at some future time, many of the preferred 
stocks currently quoted on an unusually low yield 
basis will undergo a decline in value to whatever 
extent may be necessary to bring their relative re- 
turn in line with interest rates. The current ex- 
tended period of abnormally low interest rates will 
not last forever and when the trend reverses, it will 
require more than a sinking fund to sustain pre- 
ferred stock price levels. Moreover, not a few of 
these sinking funds permit purchases for sinking 
fund purposes to be made in the open market, and 
not at a fixed or call price. 
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utor of frozen food under 
the familiar Honor Brand. 
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The company engages 
principally in the manu- 
facture of steel castings 
used in the construction 
| of railroad locomotives, 
freight and passenger 
cars. The company also 
makes heavy trucks for 
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The C. 1.0. Reaction 


One of the oldest Wall Street 
maxims is: “Don’t sell stocks on 
strike news.” Nearly always, in 
the past, it has been observed. 
For instance, the shocking sit- 
down strikes of 1936-1937 did 
not unduly disturb the market. 
General Motors was shut down by 
strike for some six weeks in 
January - February, 1937. Over 
that period the market rose, and 
even GM common itself had a 
small net gain. The usual reason- 
ing is that strikes are temporary ; 
and that either the company can 
“stand” higher wages or, if not, 
it will eventually raise prices or 
take something out of the prod- 
uct. Yet the recent C.I.0O. de- 
mands on the motor industry 
touched off a sizable market re- 
action. Why? It could be that in- 
vestors are more allergic to the 
unions’ war cries than in the 
past. More likely the latest of 
our innumerable labor crises 
served as excuse, rather than 
reason, for a technical correction, 
following the sharpest seven- 
week rise in industrials of the en- 
tire bull market to date. The sub- 
sequent rebound points that way. 


Generous Company 

We wouldn’t go so far as to 
say that Black & Decker is a first- 
rate stock, with a glowing pros- 
pect; but one thing about the 
company impresses this depart- 
ment. It is the liberality of its 
wartime dividend policy. Over the 
three years 1942-1944 total re- 
ported earnings amounted to 
$5.63 a share, while dividends 
amounted to $5.20 a share: a dis- 
tribution of over 92%. That 
would be remarkable in a stable 
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industry, such as food or ciga- 
rettes. For a company such as 
this, maker of portable electric 
tools and fractional horsepower 
motors, it seems phenomenal. Best 
prewar net ($2.82 a share in 
1937) was above the war-period 
average. There may be a surplus 
problem in items of the Black & 
Decker type but the stock “acts 
well” near its bull market high 
of 3014. 


The Leaders Lead 


The sharp August-September 
advance in the Dow industrial av- 
erage—about 18 points at the re- 
cent high—occasioned considera- 
ble surprise. Yet it has a fairly 
obvious basis. The 30 stocks in 
this average are those of very 
large companies which, in the ag- 
gregate, earned less during the 
war than in good peace years. In 
the approaching return to normal 
competition, such companies will 
fare better than many marginal 





enterprises, exactly reversing the 
wartime situation. Though there 
will always be “special situa- 
tions,” there probably will be 
fewer of them in peace than un- 
der war influences which pro- 
duced spectacular earnings—and 
market action in numerous 
stocks previously little known. 
Peace was bound to set up altered 
patterns of selectivity. Better de- 
mand for “old line” stocks is one 
of them. 





A Conservative Speculation 

Congoleum - Nairn, a_ leading 
maker of linoleum and felt-base 
floor and wall coverings, merits 
consideration. Deferred civilian 
needs for these products are 
large. The company is both in- 
creasing its capacity and reduc- 
ing over-all unit costs by building 
two new plants: the last word in 
efficient machinery. It is reported 
to have developed a new method 
of laying linoleum, with a big 














INCREASE IN EARNINGS AS INDICATED BY RECENT REPORTS 

Latest Year 

Period Ago 
Franklin Stores Year June 30 $1.46 $1.19 
Duplan Corp. Year May 31 2.30 1.54 
Grant, W. T. 6 mos. July 31 1.00 91 
National Steel Car, Ltd. Year June 30 1.40 1.12 
American Airlines 7 mos. July 31 2.56 2.18 
Seeman Bros. Year June 30 3.79 3.06 
National Dept, Stores... 6 mos. July 31 1.60 1.45 
Engineers Public Service 12 mos. July 31 3.13 1.98 
Mead Johnson & Co...... 6 mos. June 30 5.02 4.82 
Thermoid Co. ... 6 mos. June 30 74 AT 
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saving in cost. Due to high taxes, 
net last year was only $1.48 a 
share. Eventually, it should con- 
siderably exceed the prewar high 
of $2.05. Finances are strong and 
the dividend record has been 
good, averaging about $1.90 a 
share for the prewar years 1934- 
1937, against $1.25 last year. 
Around 35, the current yield is 
about 3.6% but it would be near- 
ly 5.4% if prewar dividend rates 
are restored. In each of the pre- 
war years 1935-1937 the stock 
sold as much as 30% above pres- 
ent price. 


Rayon Expansion 

Despite great wartime growth 
in rayon capacity, a leading inde- 
pendent authority in the trade 
says there is demand in prospect 
for a volume double the peak war- 
time output. It isn’t all talk. For 
instance, Industrial Rayon, after 
having just completed a $19 mil- 
lion plant expansion program last 
spring, is now planning erection 
of another $25 million plant in 
the near future. We continue to 
like this stock. 


Building Stocks 

OPA will not have a chance to 
muddy up the building outlook 
with price ceilings on homes. All 
War Production Board curbs on 
construction will be lifted Oct. 15. 
Price and wage increases will be 
allowed, if necessary to break 
bottlenecks. This news created re- 
newed demand for building stocks 
in recent sessions. None of these 
stocks “looks cheap” on nearby 
earnings but earnings will be 
trending up for at least several 
years, the way things look now; 


and speculative buyers are more 
interested in a trend than in any 
given level of earnings. Building 
volume next year is expected to 
be at least 40% over this year. 
The best stocks—Johns-Manville 
and U. S. Gypsum—are now Blue 
Chips. Of good quality in medium 
price ranges are Lone Star Ce- 
ment, Lehigh Portland Cement, 
Paraffine Companies and Rube- 
roid. For speculation, this depart- 
ment gives a nod to Flintkote, 
Celotex and National Gypsum. 


As Atlas Moves 

Back in 1942 this publication 
recommended Atlas Corp. war- 
rants, at 14, as a cheap medium 
for speculating on inflation—or a 
market rise of any motivation. 
They are now at 43%. There is no 
statistical value, but it amounts 
to a perpetual option on Atlas 
Corp. common and tends to move 
with this stock. Atlas is a smartly 
managed trust, making most of 
its money out of “special situa- 
tions” in which it takes a con- 
trolling interest. The stock re- 
cently set a new bull market high 
of 195%. Asset value is over 25. 
If the market eventually goes 
higher, it seems a good bet that 
Atlas will go along; and as Atlas 
goes, so go the warrants—only 
more so, when the matter is re- 
duced to percentage. 


Good Yield 

The main thing the matter 
with Hiram Walker-Gooderham 
& Worts, Ltd., is the long and 
complicated name. So let’s call it 
H. Walker. The yield on the $4 
dividend, as we write, is about 
5.4%. Earnings of over $9 a share 
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Latest Year 

Period Ago 
9 mos. July 31 $ .60 $ .92 
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are better than are likely under 
normal peace conditions, for the 
liquor business has had nearly 
everything its way the last sev- 
eral years. However, profits for 
prewar 1936-1939 ranged between 
$6.53 and $8.29, or well in ex- 
cess of the $4 payment, which 
has been maintained since and 
including 1939. The stock has had 
a much less extreme rise than 
most other liquors; and, on the 
moderate capitalization of 721,- 
537 shares, it may one of these 
days “go to town.” The yield 
meanwhile is the most attractive 
in the industry. 


Another Look 

We noted here before that most 
retail stocks were tending to 
pause, around previous highs, 
while waiting some light on how 
far retail trade might nosedive in 
the reconversion period. Well, we 
are in the second month of peace, 
several million workers have been 
laid off and trade is still hold- 
ing up better than most anybody 
had expected. Naturally, it isn’t 
gaining; but it is holding very 
close to the extremely high year- 
ago level—so far. Meanwhile, as 
we write this, some of the stocks 
seem to this department to have 
a kind of ‘fon your mark” look, 
as if ready to take off. Aside 
from Montgomery Ward, they’re 
fairly free of labor-trouble an- 
gles: a consideration these days. 
We remain especially partial to 
Marshall Field and Federated De- 
partment Stores, both in moder- 
ate price ranges, both large gain- 
ers from nearby repeal of the ex- 
cess profits tax. 


A Low-Priced Oil 

Ashland Oil & Refining, on the 
Curb Exchange, shapes up as a 
good quality speculation with pos- 
sibilities. This company, operat- 
ing mainly in Ohio, earned a 
profit even in the bleak year 1932. 
It has paid dividends of 40 cents 
a share for the past 10 years, 
excepting 30 cents in 1941 and 
50 cents in 1936. As it was sub- 
ject to a 56% tax rate last year, 
it is among the minority of oils 
with considerable to gain from 
EPT repeal. Since 1929, sales and 
assets have shown a _ growth 
trend superior to the industry 
average. We are not at all sure 
the stock is ready to move, but it 
looks like a sound speculative 
value for the longer-term. 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


Wr = 


addressed envelope. 


- Give all necessary facts, but be brief. 
. Confine your requests to three listed securities; one request per month. 
- No inquiry will be answered which does not enclose stamped, self- 


4. No inquiry will be.answered which is mailed in our postpaid reply 


envelope. 


5. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





Kroger Grocery & Baking Co. 

T own 100 shares of Kroger Grocery com- 
mon stock which cost me 26. As this repre- 
sents a good profit, | was wondering whether 
I should sell or hold for a further period. I 
am particularly interested in a stable diwvi- 
dend payer. What do you advise ? 

—G. A., Columbus, Ohio 

Kroger Grocery operates about 
2847 stores mostly concentrated in 
the industrial Middlewest. Despite 
the reduction in the number of 
stores from a high of 5575 in 1929 
to the present number, sales have 
more than doubled since the de- 
pression low, and the company 
ranks third in sales among retail 
food chains. Larger sales per 
store have resulted from expand- 
ing the number of combination 
and self service markets. 

Company will continue the pol- 
icy of eliminating less profitable 
stores and expanding super serv- 
ice markets. 

The company owns and operates 
bread and cracker bakeries, pack- 
ing houses, dairies, coffee roasting 
plants, and a general manufactur- 
ing plant for producing and pack- 
ing candies, spices, coffee, ex- 
tracts, etc., also egg-candling 
plants and beverage plants. A 
patented process for tenderizing 
meats, known as “Tenderay Proc- 
ess’ is jointly owned with West- 
inghouse & Manufacturing Co. 

Sales for 1944 amounted to over 
$448 million. Earnings in 1944 
amounted to $2.80 a share, com- 
pared to $2.72 in 1943 and $2.52 in 
1942. 
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Conversion problem is_practi- 
cally nil and earnings during the 
current year are expected to con- 
tinue at a favorable rate. 

This company has paid divi- 
dends consecutively for 43 years. 

Since stable earnings and strong 
finances provide good protection 
for the $2.00 dividend rate, this 
stock is recommended for reten- 
tion for its good income yield of 
about 5%. 

Sperry Corp. 

What are the postwar prospects for 
Sperry Corp.? 

—R. S., Akron, Ohio 

Sperry Corp. will continue to 
work with the Army and Navy in 
the field of military instrumenta- 
tion, but will broaden its activities 
to new fields and intensify its ef- 
forts in established lines, such as 
hydraulics and _ electronics, in 
which the company already has 
several developments, according to 
Thomas A. Morgan, president. 

Immediate Sperry problems, 
Mr. Morgan added, are those of 
settling its terminated contracts 
as quickly as possible, and, for the 
first time since the war started, 
resuming research and develop- 
ment on commercial products. The 
executive also reported that the 
effect of recent war contract can- 
cellations has reduced the com- 
pany’s unfilled orders from $230,- 
000,000 on July 31 to approxi- 
mately $80,000,000 on September 
10. He pointed out, however, that 
the present backlog is not a true 


indication of the company’s peace- 
time situation, inasmuch as the re- 
maining orders represent princi- 
pally war contracts. 


E. G. Budd Mfg. Co. 

It would be interesting to hear of the post- 
war prospects for E. G. Budd Mfg. Co. 
Any information you can furnish me will 
be appreciated. 

—G. E., Hazelton, Pa. 

Edward G. Budd Manufacturing 
Co. recently announced a revolu- 
tionary design for an all-room rail- 
way sleeping car with private, 
single occupancy day and night ac- 
commodations for thirty-two pas- 
sengers. Construction of the new 
type cars is to start late this year. 

The new sleeping car stream- 
lined and built of stainless steel, is 
to be known as the “Budgette’”’ to 
typify the low-cost day and night 
room service which it will pro- 
vide. It is intended to replace the 
old-fashioned open-berth sleeper. 

In doing this, it provides pri- 
vate-room type accommodations 
in a standard 85-foot car for more 
passengers than could be accom- 
modated in the previous standard 
12 section drawing-room sleeping 
car. The Budgette car contains 
two rooms. One is entirely on the 
car aisle level; the other slightly 
raised, is entered at the aisle level. 
Adjacent rooms on the same level 
are so grouped that two can be 
thrown together en suite by day or 
night. 

A new large plant located in 
Northeast Philadelphia was _ re- 
cently acquired under lease from 
the Reconstruction Finance Corp. 

Adequate capacitv also is avail- 
able for housing subassembly lines 
and parts fabricating facilities ad- 
journing the main assembly lines. 
The facilities will permit manufac- 
ture in a matter of months of as 
many streamlined trains as were 
built from the inception of the 
streamlined era in 1934 when 
Budd’s first product in this cate- 
gory was placed in service. 

Mr. Budd recently disclosed that 
orders on hand are sufficient to 
keep the new plant at capacity for 
several years. 
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WPB has estimated the output of passenger automobiles this year at 300,000. 
Prior to the recent labor troubles and their resulting stoppages of assembly lines 
the industry was optimistically hoping to turn out 500,000 cars. Next year, 
according to WPB figures, 3,600,000 cars will be turned out by the industry with 
the total rising to 1,100,000 in the final quarter. 

A $10,000,000 plant will be erected in Mexico for the manufacture of 
electric appliances, refrigerators and radios under a license agreement with a 
subsidiary of Westinghouse Electric & Mfg. Co. 

The plastics industry will inaugurate a program of informative labelling 
for many of the plastics products distributed through retail channels. The idea is 
to eliminate much of the present confusion and misuses on the part of consumers. 

Announcement was recently made by General Motors of the development of a new 
200-horsepower motor for installation in medium-size private planes. In the same 
connection talk has been heard that Bendix Aviation may develop a new private plane 
utilizing the GM power plant. 

Baldwin Locomotive reports a rising tide of export orders on its books. 

South American railroads have ordered a total of 72 locomotives. 

Pre-war production capacity of Dec7za Records will be donbled by the 
construction of two new plants. The company also plans to double the number 
of its dealers. 

The chemical industry plans to spend $800,000,000 in a program of expansion, 
according to a survey made by the Department of Commerce. DuPont plans to spend | 
$40,000,000: Air Rednetion, 25,000,000; Dow Chemical, $20,000,000; and 
Monsanto, $48,000,000. 

Loew's Inc.. through a subsidiary,: is planning to make 16mm prints of 35mm 
features for distribution in out-of-the-way foreign places. This marks a radical 
shift in the former policy, although many 16mm prints were distributed overseas 
for showing to the military and naval forces. 

Ten of the leading manufacturers of machine tools have banded together in 

















the American Machine Tool Export Associates and will make a strong bid for 


Latin-American markets formerly dominated by Great Britain and Germany. 

Chrysler expects to be turning out 400 Plymouths daily by the end of this 
year. That is if present labor difficulties are not prolonged. ° 

A new eight-story structure will be erected by Abraham & Straus on the 
site of the company's present store. Company plans to spend $4,000,000 for 
expansion. 

Citv Stores has acquired 48 per cent of the outstanding common stock of 
Oppenheim, Collins & Co. 

In August Eastern Air Lines carried 84,000 revenue passengers, a gain of 
93 per cent over August 1944. Passenger revenue was up 62 per cent from the 
level of last year. 

U. S. Government through FEA has contracted for half of the tin output 
of Patino Mines & Enterprises for the year on°?ing June 30, 1946. Negotiations are 
being made for a similar contract next year. 
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Sherwin-Williams plans to spend $2,000,000 for the erection of a paint 
factory, a warehouse, and sales offices in Atlanta. . 

With the addition of a new plant, to be completed by mid-1946, at 
New Albany, Ind., Gunnison Homes, a subsidiary of U. S. Steel will be able to turn 
out 1,650 pre-fabricated houses a year. 


Work will shortly start on a new $1,600,000 aspirin plant for Sterling 
Products. Company probably anticipates a lot of business men will have 
reconversion headaches. 

With prospects favoring a good corn crop, much better than seemed likely 
several months ago, whisky distillers are hopeful that they will be alloted generous 
supplies of corn in November and December. This would enable them to build up 

arastically depleted stocks of bourbon whisky. 


Manufacturers of vacuum cleaners have been slow to get into volume production 
because of continued scarcities of cotton textiles used in making bags and hose 
coverings. Third quarter output was estimated at 40,000 units by WPB, but is 
expected to rise to 150,000 units in the final three months. 


No new tires will be available to Mr. & Mrs. Sunday Driver for "many months,” 
reports both WPB and OPA. Nearly a million approved applications are on file 
waiting for local rationing boards to receive their quotas. Vital civilian services 
such as doctors, nurses, etc., have first preference. 

Fluorescent lamps can now be installed in busses and street cars. 

Sylvania Electric Products has developed a new fluorescent lamp and auxiliary 


which may be installed in transit vehicles without the expensive equipment required 
to convert to alternating current. 


Bridgeport Brass will triple its facilities for turning out tire stems and 
plumbing fixtures. This is part of the company's plant expansion program which will 
involve an outlay between $5,000,000 and $6,000,000. 

United States Steel has announced that it will quote prices for stainless 
Steel at both its Chicago and Cleveland mills, in addition to Pittsburgh. 

The addition of two new "basing points" may be of considerable significance. 

This move on the part of Big Steel is certain to be followed by other 
producers and may be the forerunner of a wave of price cutting, similar to that which 
occurred in 1938. Capacity for stainless steel production has been greatly enlarged 
and there is bound to be spirited competitive bidding for business. 

Carbide and Carbon Chemicals Corp., a subsidiary of Union Carbide & Carbon 
has promised to have an extensive line of Vinylite plastic products on the market 
in time for the Christmas trade. Included are raincoats, garment bags, women's and 
children's shoes, women's bags and millinery ornaments. The company had been 
planning to introduce most of these items when it was overtaken by the war. 

So large is the backlog of orders for glass containers and bottles that 
leading manufacturers are giving up any idea of new designs for at least a year. 
Owens-Illinois Glass has, however, developed a new "non-shatterable" bottle to be 
used in packaging more expensive liquids, where breakage might be costly. 

Transcontinental & Western Air will soon inaugurate regular scheduled 
flights from coast to coast at 300 miles an hour. Consuming only about ten hours, 
the trip will be made in four-motored Lockheed Constellations, carrying 51 passen- 
gers. The company is also planning New York-to-Europe service in less than 14 hours. 

Jack Frye, president of TWA, also hinted at lower fares, particularly 
on the European trip. 

Curtiss-Wright has announced that it will close its Buffalo airplane plant 
and facilities will be transferred to Columbus, 0., if the necessary arrangements can 
be made with the Defense Plants Corp., to use that plant. 

The latest company to enter television is Paramount Pictures, with the 
announcement that it was preparing to embrace the new art as a network operator. 

In this undertaking the company is allied with the Allen B. DuMont Laboratories 
which operates television stations in New York and Washington. 
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In the fortnight ended Sept. 8, this publica- 
tion's index of Business Activity receded about 
three points, or a little less than 2%, to a level 
fractionally more than 2°, below the like date in 
1943. Thus far the recession has amounted to only 
4.4%, since the week preceding V-J day, and 8%, 
since the week preceding V-E day, which latter 
marked its all-time high. 


* * 


Reconversion is proceeding much faster than 
even the optimists expected, and it looks now as 
though the decline will be stopped above the 
1941 level and might not reach down even to 
1942. Steel operations, in fact, have apparently 
seen the low already, unless the mills should be 
tied up later by strikes. 


* * 


The War Manpower Commission reports that 
mass layoffs in war industries have passed their 
peak; yet the social planners and labor leaders 
continue to proclaim that millions will soon be 
added to millions already unemployed. It is a 
rather sardonic commentary upon their lamenta- 
tions that a number of industries—including steel, 
building, electrical equipment, toys, trade and 
various services—are even now being held back 
by Labor Shortages, particularly of skilled and 


(Please turn to the following page) 
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SUMMARY 


MONEY AND CREDIT — Revised 
budget estimates for 1945-6 fiscal year 
predict Federal expenditures of only 
$67.3 billion, against $100.4 billion in 
1944-5; and net deficit of $31.3 billion, 
against $53.9 billion. 


TRADE — Department store sales in 
four weeks ended Sept. 8 were 2°% 
below last year, against 11%, increase 
for year to date. Many prospective cus- 
tomers wait for post-war goods. 


INDUSTRY — Business Activity down 
thus far only 4.4% since week preced- 
ing V-J day. Reconversion proceeding 
much faster than even the optimists ex- 
pected; but may be slowed by labor 
strife. 


COMMODITIES — Prices rally under 
Government support and expectations 
of continued creeping inflation. Record 
harvests predicted, with continued 
heavy domestic and export demand. 
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Latest Previous Pre- 
Wk. or Whk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURE (tf) $b Sept. 12 1.32 0.88 1.57 0.43 'Continued from page 725) 
Cumulative from Mid-1940... Sept. 12 306.2 304.9 217.8 14.3 | semi-skilled help. Shortages of this character 
promise to become acute before long. 
FEDERAL GROSS DEBT—$b Sept. 12 262.7 262.7 209.7 55.2 * * © 
The fact is that hundreds of thousands of work- 
ers with special skills are still in the Army, on 
MONEY SUPPLY—Sb : é , jk 
Sembal Gasschec TO iis Sept. 12 45.8 38.5 35.9 243 strike, or taking well deserved vacations, while 
Currency in Circulation. Sept. 12 27.8 27.7 23.5 10.7 | few new ones have been trained during the war. 
Many laid off by war industries find it nearly as 
=F profitable to live at home on unemployment bene- 
BANK ve oy a -Week eae 5 - iin 74 hos 3.92 fits as to accept low-pay civilian jobs. 
New York City—$b cx a: ept. r i ; 3 
100 Other Cities—$b_ eters eee Sept. 12 VI7 7.83 7.69 5.57 = 
— fi It is scarcely realistic to class a man as unem- 
ployed when he refuses to work. In the light of 
ee sl ted) _ po — = <i present experience, it would seem that the various 
ios aa oh iy 0.94 1.85 0.91 0.55| benevolent schemes to subsidize idleness which 
Farm Marketing Income (ag) July 1.87 1.53 1.60 1.21] are about to come up for consideration by Con- 
Includ'g Govt. Payments (ag)... July 1.97 1.55 1.65 1.28] gress should be labeled frankly as ‘Measures 
— to Promote Unemployment.” 
CIVILIAN EMPLOYMENT (cb)m July 52.7 52.1 54.0 50.4 semeiiaes 
Agricultural Employment (cb). July 9.1 9.1 9.7 rs As explained by Secretary Wallace in his re- 
eet cee a es kb ee ay | Saleeeinte te saan ennnaiee 
UNEMPLOYMENT (eb) m a's July Lt 1 10 3.4 ment of 60,000,000” does not seem so wide of 
the mark. He sets this goal for 1950, not for 
1946, and includes the Armed forces. The popu- 
FACTORY EMPLOYMENT (ib4) July 143 148 165 147 lation in 1950 may approximate 147,000,000. De- 
Durable —— ee ee Ee July 185 194 226 175 ducting an estimated 2,500,000 in the Armed 
outta deena (ib4) eg Po a 4 oe forces, would leave 144,500,000 as the civilian 
iad population. Our normal Labor Force is about 
BACT 41.5% of the civilian population, which would be 
Weekly, — & WAGES (Ib) moe 44.6 44.1 45.9 40.3 60 million. In prosperous years, Unemployment, 
Hourly Wage (cents) eae 103.9 104.3 101.7 78.1 the so-called ‘labor float,” amounts to about 6% 
Weekly Wage ($) PIE re June 46.35 46.01 46.24 31.79 | of the labor force—in this instance, 3.6 million— 
i Toes ene eT oeee Tikes, a leaving civilian employment of 56.4 million. Add- 
ing 2.5 million in the Armed forces, gives Total 
‘ase (1b2) — 8 105.0 105.2 103.6 ae Employment of 58.9 million as Mr. Wallace 
; a July 142.4 142.1 138.2 6. defines it. The method of arriving at this figure 
f= = is our own: not Secretary Wallace’s. 
COST OF LIVING (!b3) July 129.4 129.0 126.1 110.2 a, ae 
“9d July 141.7 141.1 137.4 113.1 The |. C. C. predicts that Carloadings in the 
Rent _— rw feed en 1082 ca first two months of 1946 will be 10.5% below the 
. ; i ‘ ’ like months of 1945; though the decline in tons 
RETAIL TRADE Sb originated will be somewhat larger, since fewer 
Retail Store Sales (cd). July 5.71 6.04 551 4.72| tons will be loaded per car. On the other hand, 
Durable Goods July 0.86 0.90 0.85 1.14] the A. M. A. says that, barring serious labor 
. septa ngied ee Rs July 4.85 5.14 4.66 3.58 | trouble, Truck Production before the end of the 
ep't Store Sales (mr July 0.44 0.53 0.38 0.49} current year will approximate the peace-time peak 
Retail Sales Credi M 
etail Sales Credit, End Mo. (rb2) July 2.17 2.27 1.99 5.46 | ate achieved in 1937; while WPB Chairman Krug 
MAMUPALTOERRS’ a estimates that New Construction next year will 
as is 
New Orders > iiganag July 277 2% 314 212 reach $6.5 billion—44% over 1945. 
Durable Goods sees Bae 403 422 487 265 te 
con -Durable Goods gen July 196 216 202 178 Unfilled contracts for War Goods now amount 
oe — -— ced — = bod to only $10 billion, against $60 billion on Aug. |. 
NonDiroble Good: ky 190 207 187 155 The backlog is expected to fall below $2 billion 
by the first quarter of 1946. 
BUSINESS INVENTORIES, End Mo. | one 
— =. rsd _ ee ae a Department Store Sales in the week ended 
5g A A cline July 27 3.8 40 46 Sept. 8 were 1% below the like period last year 
Retailers’ July 6.6 6.6 6.2 72 in dollar value, compared with a decrease of 2% 
Dept. Store Stocks re a ae July 190 181 165 139 for four weeks and a cumulative increase of 11% 
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PRODUCTION AND TRANSPORTATION 
cd Latest Previous Pre- 
Wk.or Wkh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—i—pc Sept. 8 149.9 150.4 157.7 141.8 
re (M. W. S.)—I—np__ ae Sept. 8 Vol.g 162.4 168.2 e 146.5 (Continued from page 726) 
- yon ine a 2 iy — 2 re for the year to date. Part of this mild recession 
Durable Goods, Mfr. hee 291 308 340 215 is attributable to factory layoffs; but merchants 
Non-Durable Goods, Mfr. July 169 173 165 141 say that customers are more choosy now. Rather 
rS eee oe ae SS, CS. = t-of-date ‘Vict ds," th 
me CARLOADINGS—t—Total Sept. 8 731 860 825 833 tins act ec Me rms pes 
ai Manufactures & Miscellaneous Sept. 8 306 364 374 379 0 CED tet Se Sega, “Gees One ‘eee 
‘ Mdse. L. C. L. Sept. 8 93 105 104 156 leather handbags. 
Ls Grain ga eR Gio Fo Sept. 8 52 66 da 43 “= = 
1a — oo —— — 
i ELEC. POWER ana (K.w.H.)m Sept. 8 3,909 4,137 4,228 3,267 Labor Secretary Schwellenbach says that the 
e- SOFT COAL, Prod. (st) m Soak 6 99 123 11.0 10,8 , Bureau of Labor's Cost of Living Index is an 
Cumulative from Jan. 1... Sept. 8 403 393 438 446 accurate statistical calculation of what it is de- 
SIGcKs, MENON, 9 July 49.9 47.7 61.4 61.8 signed to measure; but that some writers have 
” PETROLEUM—(bbls.) m = a ; mae | applied it too broadly. So the index will be re- 
f Crude Output, Daily Sept. 8 4.5 4.9 4.7 4.1 | tained, but, to make its limited usefulness clear, 
. Gasoline Stocks 2c sh 8 ri 84.2 78.1 87.8 | will be renamed: ‘Consumers’ Price Index for 
us Fuel Oil Stocks ept. 8 47. 46.8 60.7 9411 ma gays 
i niine 8 lade “ Sept. 8 422 40.9 47 548 | Moderate Income Families in Large Cities. To 
ae —_ — = sate save space, the Business Analyst will continue to 
bg LUMBER, Prod. (bd. ft.) m Sept. 8 407 429° 551 632 publish the index under its old name: “Cost of 
es Stocks, End. Mo. ‘bd. ft.) b Aug. 3.3 3.1 3.6 12.6 | Living.” 
STEEL INGOT PROD. (st.) m Aug. §.7) 6.99 7.50 6.96 | * * * 
Cumulative from Jan. Io. Aug. 55.8 50.1 60.1 74.69 
, = ki f J ’ der, th 
e- ENGINEERING CONSTRUCTION ae Ne SS a eee 
y- AWARDS (en) $m Sept. 13 60.4 30.8 42.5 93.5 Budget Bureau has issued revised estimctes for 
of Cumulative from Jan. bo Sept. 13 1,352 1,292, __ 1329 5,692 | the 1945-6 fiscal year, predicting Total Expendi- 
or MISCELLANEOUS vay 4 has: — 7 tures of only $67.3 billion, against $100.4 billion 
U- Paperboard, New Orders (st)t........... Sept. 8 160.9 173 132 165 for 1944-5; a Net Deficit of $31.3 billion, against 
e- Hosiery Production {pairs)m 3 June 136 144 144 150 $53.9 billion; with Public Net Debt at $272.9 on 
.d Footwear Production (pairs) m......... June 43.8 43.8 41.0 34.8 June 30 next, against $258.7 at the end of last 
: Hide & Lea. Stks., End Mo. (hds.)m; June 12.0 11.9 10.6 14.0 J 
st Anthracite Coal Production (st)m.../ June 4.9 5.6 4.9 3.8 in 
ut Machine Tools, New Orders—$m...... ' July 15.5 23.1 31.9 80.0 
e 
t, Ag—Agriculture Dep't. b—Billions cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't., Jan., 1939—I100. cd3—Com- 
/,. merce Dep't., 1939—100. cdlb—Commerce Dep't. (1935-9—!00), using Labor Bureau and other data. en—Engineering News-Record 
” |—Seasonally adjusted Index, 1935-9—100. Ib—Labor Bureau. /!b2—Labor Bureau, 1926—100. Ib3—Labor Bureau, 1935-9—100. tb4—Labor 
ci Bureau, 1939—100. It-—Long tons. m—Millions. mpt—At Mills, Publishers and in Transit. mf*b—Magazine of Wall Street, using Federal - 
d- Reserve Board data. np—Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal 
al Reserve Board, Instalment and Charge accounts. st—Short tons. t—Thousands. tl—Treasury and Reconstruction Finance Corp. 
ce 
r THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
No. ot ————_ 1945 Indexes ——_——__ Nov. 14, 1936, Ci.—100) High Low Sept.8 Sept. 15 
1e Issues (1925 Close—100) High Low Sept. 8 Sept. 15 100 HIGH PRICED STOCKS 88.61 73.59 86.61H 88.19 
- 290 COMBINED AVERAGE .. 135.0 105.0 135.0Q 132.8 100 LOW PRICED STOCKS 158.42 112.22 158.42Y 154.26 
ns 4 Agricultural Implements ... 197.4 160.5 192.5 186.7 6 Investment Trusts aces, See 44.7 55.2H 54.1 
er 10 Aircraft (1927 Cl—100)... 213.6 156.0 192.7 189.3 3 Liquor (1927 Cl.—100) 568.2 391.0 548.2 568.2Z 
4 6 Air Lines (1934 Cl.—100) ... 877.5 559.6 820.6 792.0 8 Machinery _.__—SSsé«~'B‘D'-. 137.5 179.7 175.9 
: 5 Ar t 95.4 78.9 95.4P 93.3 2 hall Oder CIS 96.7 130.8Q 129.0 
or 13 Automobile Accessories ..... 251.4 178.2 251.4Z 246.4 3 Meat Packing LI 68.6 94.2 95.0 
1e 12: Avtomobiles 2... - 50.3 33.8 49.0 47.1 11 Metals, non-Ferrous ___.. _. b6F.1 149.0 179.5 178.3 
ak 3 Baking (1926 Cl—100)_.. 16.6 14.3 16.5 16.4 3 Paper 25.8 18.9 25.8H 25.4 
| 3 Business Machines _........ -- eri 221.3 265.3 258.6 22 Petroleum ___ a 142.5 154.2 152.5 
3 2 Bus Lines (1926 Cl —100). .. 160.8 123.5 140.4 143.4 19 Public Utilities 95.7 55.4 95.7H 92.8 
il A Chamicals os 217.9 189.2 217.9H 217.6 5 Radio (1927 Cl.—100)__ 34.0 27.5 34.0) 32.9 
4 Communication _..._ «83.6 73.5 82.5 81.6 7 Railroad cetieniia 2. ee 68.9 92.4H 91.4 
13 Construction _........ ene oy ae 42.3 55.7 55.3 i Rance CSS 22.8 31.5 30.1 
7 Containers _ _.. 3507 276.5 338.7H 338.2 2 Shipbuilding _.__ 115.6 89.9 96.8 96.2 
. 8 Copper and Brass .. -- 85.1 74.8 82.7 85.1D 3 Soft Drinks ___ 506.1 3948 506.1Z 491.8 
i. 2 Dairy Products _._... a Rd 47.6 59.3P §9.2 12 Steel and Iron __ . 103.4 82.8 103.4F 101.2 
i 5 Department Stores... 58.2 39.8 58.2R 57.3 fae SUNN a ee 55.2 65.6 65.7 
5 Drugs and Toilet Articles... 165.2 117.6 165.2R 162.6 2 Salphae! A 173.5 204.7 208.9 
2 Finance Companies _._...._ 297.0 222.1 296.5 275.3 3 Textiles ere 07 58.5 94.4 96.9 
7 Food Brands _.._ 179.5 134.5 176.4 179.5Z 3 Tires and Rubber a ne 33.9 41.5R 39.8 
d 2 Rea Sieres: 67.6 56.1 65.9 67.4 Ct nen 67.5 83.3 83.1 
? 4 Furniture 100.6 81.6 100.6H 98.6 2 Variety Stores 287.4 255.6 282.3 277.2 
ar 3 Gold Mining _.__s«d''58.0 938.3 1052.8 1022.7 21 Unclassified (1944 Cl—100) 126.1 100.0 123.3 124.1 
/, ie Ah gal a a 
/, New HIGH since: D—1941; F—1939; H—1937; J—1936; P—1931; Q—1930; R—1929. Y—New HIGH since Nov. 4, 1936. 
x2 Z—New all-time HIGH. 
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Trend of Commodities 


Commodity indexes, both spot and futures, rallied moder- 
ately during the past fortnight — partly under Government 
support and partly in response to Administration backing of 
demands for higher basic wage rates. It is felt that sooner or 
later higher wages must lead to higher prices for goods, 
which would mean higher parity prices for farm products. 
The Agriculture Department's Sept. 1 report on crop condi- 
tions indicates that eight U. S. grain harvests this year will 
reach 158 million tons, 2 million above last year. The grain 
outlook in Europe this year, however, is the poorest since pre- 
war days, with wheat prospects particularly unfavorable, In 
the Argentine, only 75 million bushels of wheat from this 
year's harvests is expected to be available for export, so 
that Europe will have to import large quantities from North 


America. Our 1945 cotton crop is expected to be the fourth 
smallest in 45 years. Stocks in this country at the end of 


August are estimated at only 19.8 million bales, against 


21.6 million a year earlier. If distribution this year reaches 
12.5 million bales, the carryover will be only 8.6 million com- 
pared with 11.16 million last year. With plenty of ships 
available, exports of this year's cotton to Europe may reach 
4 million bales. Dairy and poultry feed, contrary to earlier 
fears, is now at a 25-year high and pastures are excellent. 
Cattle, somewhat heavier than a year ago, are now coming 
to market in fast increasing numbers and there is talk of 
making beef ration free by the year-end unless European 
relief shipments increase substantially. Cheese rationing is 
already ended. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Date 2Wk. I Mo. 3Mo. 6Mo. I Yr. Dec.6 

Sept.15 Ago Ago Ago Ago Ago 1941 

28 Basic Commodities... 184.2 184.1 184.2 183.8 183.6 182.4 156.9 
11 Import Commodities... 168.9 168.9 168.9 168.9 169.0 168.7 157.5 
17 Domestic Commodities... 194.9 194.6 194.8 194.1 193.8 191.9 156.6 
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COMMODITY FUTURES INDEX 
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Average 1924-36 equals 100 


1945 1944 1943 1942 1941 1939 1938 1937 
High _.....101.70 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
Low __._... 93.90 92.44 88.45 83.61 55.45 46.50 45.03 52.03 
728 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Sept.15 Ago Ago Ago Ago Ago !941 
7 Domestic Agricultural _ 225.1 225.1 225.0 228.4 226.2 222.8 163.9 














I2Roedshits: co . 207.9 207.7 208.1 209.7 209.1 207.0 169.2 
16 Raw Industrials oo. 168.1 168.0 167.9 166.3 166.4 165.8 148.2 
RAW MATERIALS SPOT INDEX 
JUNE JULY AUG. SEPT. 
100 . 
erm acl 
95 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1945 1944 1943 1942 1941 1939 1938 1937 
High ______ 98.2 97.6 96.0 89.1 86.7 783 65.4 915 
Low ___.__ 96.7 94.9 89.3 86.1 74.3 61.4 57.5 64.7 
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Realistic Survey of the 
Radio Industry 





“(Continued from page 714) 

It plans further to capitalize on 
its wartime. experience and will 
manufacture various communica- 
tions and control devices for mar- 
ine, railway and airway use. It 
plans ta be active in television. 
What earnings may be expected 
from these various sources are 
problematical and until a more 
accurate appraisal can be made of 
the company’s peacetime status, 
the shares must be rated as 
highly speculative. 

STROMBERG-CARLSON CO., 
during the war, was rated as one 
of the nation’s ten top- manufac- 
turers of radar equipment. The 
company is now prepared to re- 
sume large scale production of ra- 
dio receiving sets, telephones and 
switchboard equipment. In the ra- 
dio field the company has long 
been identified with quality sets, 
commanding higher retail prices. 
The company also operates two 
broadcasting stations in Roches- 
ter. Last year earnings applicable 
to the common stock were equal 
to $2.97 a share which compared 
with average annual earnings of 
34 cents a share for the four 
years prior to the war. A year- 
end dividend of 75 cents was paid 
last year. With the likelihood that 
1946 earnings will show a marked 
decline from the record-breaking 
war level, recent price of around 
22 would seem to place a rather 
generous premium on the com- 
pany’s foreseeable prospects. 

This year SYLVANIA ELEC- 
TRIC PRODUCTS may _ show 
earnings approaching $3 a share 
which would compare with $2.04 
earned last year. Current earn- 
ings will in all probability repre- 
sents the peak of the company’s 
earning power for some time to 
come. Sylvania is the second larg- 
est manufacturer of radio tubes. 
Other products include incandes- 
cent and fluorescent lamps. The 
acquisition of Colonial Radio last 
year gives the company not only 
an assured outlet for its tube pro- 
duction but a sizable stake in the 
radio manufacturing field. The 
bulk of Colonial’s output is mar- 
keted through a large mail order 
organization and through auto- 
mobile service stations. The com- 
pany’s established trade position 
and diversified output augur fa- 
vorably for the nearterm and lend 
the shares a measure of attrac- 
tion. 
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Firmly established as the third 
largest manufacturer of radio 
equipment, ZENITH RADIO, 
should be able to fully hold its 
own in the looming competitive 
struggle. Last July the company 
announced that its post-war line 
of radio receivers had been engi- 
neered and only awaited Govern- 
ment permission to start produc- 
tion. The company’s dealer or- 
ganization, numbering in excess 
of 15,200, had placed orders total- 
ing $57.000,000 for post-war de- 
livery. The company also has a 
low cost hearing aid which should 
contribute to earnings over the 
months ahead. Earnings for the 
fiscal year ended last April 30. 
were equal to $3.37 a share and 
a dividend of $1 was paid. At re- 
cent levels the shares appear rea- 
sonably priced, even if ample al- 
lowance is made for lower earn- 
ings in the current fiscal period. 
The $1 dividend appears likely to 
be continued. 





Corporate Earnings Trends 
In Our Transitional Economy 





(Continued from page 696) 


stocks to their traditional role as 
inflation hedges insofar as there 
would no longer be any tax-im- 
posed ceiling on postwar. corpor- 
ate incomes that would keep com- 
mon stocks from participating in 
an inflationary price rise. 

Some such reasoning, plus the 
favorable overall expectancy, un- 
doubtedly explains in large part 
the mentality behind the post- 
VJ-Day stock market advance. 
Much of the steam behind the 
present market comes from the 
expectation of prompt tax relief, 
the optimistic view of reconver- 
sion progress, the belief — on 
growing evidence — that transi- 
tion from war to peace will not 
prove too tough, and last but not 
least, the inflationary signals 
which cannot be ignored. 
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NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Amer- 
icans. This is an extra article of a@ series. 


ScHENLEY DistiLLErs Corp., New York 


More Meat! 


By MARK MERIT 


Should you be driving through west- 
ern Pennsylvania, not far from Pitts- 
burgh, now that gas is available and if 
your tires are still good, you’re apt to 
come to the junction of the Allegheny 
and the Kiskiminetas Rivers. Once this 
spot was a favorite fording-place for 
Indians-and now it’s the town of Schen- 
ley, Pennsylvania. Here is located one 
of our company’s important divisions, 
Joseph S. Finch and Company, a distil- 
lery—and something else. You will be 
struck by the extraordinary length of 
this plant. It’s a mile long (check it on 
your speedometer). 


In this plant are new facilities for the 
“recovery” of huge feed tonnage; feed 
for cattle, poultry and swine, “recov- 
ered” from the grain used in the produc- 
tion of alcohol for war, in war-time, and 
from the production of beverage spirits 
in peace time. In the first 30-day-period 
following the completion of these new 
facilities, 2,264 tons of meat-making, 
vitamin rich feed concentrates were pro- 
duced in that little town of Schenley. 


And in our other plants, too, the pace 
quickened—in Indiana, Kentucky and 
Maryland. This the result of an over-all, 
company expansion program, which in- 
cluded the expenditure of $2,000,000.00 
for dry-houses and equipment. The first 
30-day-period under the new program 
showed a total production of 9,000 tons— 
in all plants. At the present rate, an 
annual production of 112,000 tons of con- 
centrated rations for meat and dairy 
animals is indicated. This is double the 
tonnage produced in 1944. 


Remember, won’t you please, that in 
the production of alcohol for war pur- 
poses and for beverage spirits, distilling 
utilizes only the starch content of grain. 
Most of the protein, vitamin and mineral 
content finds its way back, in the form 
of feed, on the farms where the grain 
was grown. In the more careless, by- 
gone years most of it was wasted. Today 
it is precious. 





FREE—Send a postcard or letter to MARK 
MERIT OF SCHENLEY DISTILLERS CORP., 350 
Fifth Ave., N. Y. 1, N. Y., and you will 
receive a booklet containing reprints of 
earlier articles on various subjects in this 
series. 
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Postwar Potentials of Frozen 
Foods Industry 


(Continued from page 716) 


such as stews, chowders, etc. 
These should appeal strongly to 
the housewife because of the time 
and effort saved in their prepara- 
tion. Even now, in some of the 
larger urban centers, it is possible 
to buy quick frozen foods for a 
complete meal, including appe- 
tizers, soup, meat, vegetables, pie 
and ice cream. 

The industry is, in fact, rife 
with new ideas for processing and 
merchandising. One organization 
is planning to set up a chain of 
frozen food “‘automats” where the 
products will be dispensed from 
compartments operated by insert- 
ing a coin in the slot. Plans are 
afoot for the preparation of quick 
frozen meals for later service on 
planes. Doubtless some of the 
ideas now being projected will 
later be found impractical; others 
will contribute materially to the 
industry’s growth and progress. 
Together they provide irrefutable 
evidence of alertness and dynamic 
activity. 





Quick Frozen Meat 

There is one division of the 
frozen foods industry which has 
thus far not matched the growth 
experienced in other branches. At 
the present time quick frozen 
meat products are limited to such 
items as steaks, chops and 
chopped beef, and for every $100 
worth of meat sold only about one 
cent’s worth is in frozen form. 
The idea of quick frozen meat 
was tried by the packing industry 
fifteen years ago. A prominent 
packer lost a million dollars on 
the experiment, and subsequently 
abandoned the idea. Packers how- 
ever, are again hopeful that the 
idea of quick frozen meats may be 
more successful. Hopes are based 
on the plans of refrigerator man- 
ufacturers to include a cold stor- 
age compartment in new refrig- 
erators. Frozen meat must be 
kept at zero temperature, where- 
as the average automatic refrig- 
erator in use today maintains a 
temperature of only 45 degrees. 
If a fairly large segment of the 
public will purchase these new 
refrigerators and storage cabi- 
nets, or show a disposition to 
support public storage lockers, 
- packers would probably be per- 
suaded again to make their prod- 
ucts available in quick frozen 
form. 
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Developed on a large scale, the 
merchandising of meat by the 
quick frozen method might con- 
ceivably revolutionize the meat 
packing industry. Not only would 
consumers be able to purchase 
prime meats the year around, 
rather than in the short seasons 
when they are at their best, but 
quality would be considerably im- 
proved by control of aging and 
tenderizing processes at the pack- 
ing plant. The seasonal headaches 
which now plague the packers 
would be appreciably mitigated. 
Costs might be increased to some 
extent but in time they might be 
absorbed by proceeds from the 
sale of fat and bones, lower freight 
costs and more efficient handling. 
Unions are opposed to freezing of 
meat on the grounds that butch- 
ers would be thrown out of work. 
But if the public wants frozen 
meat, this opposition will be 
largely dissipated. It is significant 
that during the war the packing 
industry gained much valuable 
experience in the handling of 
frozen meat for the Army. 


Estimated Needs 


Viewing the prospects for the 
handmaiden of the frozen foods 
industry—the refrigeration indus- 
try—it is significant, as already 
pointed out, that only about 10 
per cent of the 400,000 retail food 
stores in the United States are 
now equipped to handle frozen 
foods. According to estimates 
there are about 165,000 home 
storage cabinets now in use, and 
it has been forecast by responsible 
interests identified with the in- 
dustry that between 900,000 and 
1,500,000 of these cabinets will be 
sold in the next two years. Earlier 
this year “Quick Frozen Foods,” 
a trade publication, conducted a 
survey of frozen foods packers 
and reported that 40 per cent 
needed filling machinery, 60 per 
cent insulation, 42 per cent vari- 
ous types of processing equip- 
ment, and 50 per cent quick freez- 
ing equipment. Present needs 
among distributors include about 
1,600 bulk storage rooms, 125,000 
cabinets, 2,000 compressors, and 
4,200 refrigerator trucks. These 
estimates, moreover, make no al- 
lowance for the potential demand 
by newcomers attracted to the 
frozen foods industry — packers, 
distributors and locker room op- 
erators. 

At this point it might be well 
tc sound a word of caution to the 
investor attracted by the strong 
growth factor in the frozen foods 


industry, or the favorable outlook 
for the refrigerator industry over 
the next several years. Lured by 
the promise of large profits, many 
new companies and enterprises 
will probably spring up virtually 
over night in the frozen foods 
business. This usually occurs in 
an industry when it attains boom 
proportions. To a lesser extent, 
this is also likely to apply in the 
case of the refrigeration indus- 
try. Some of the marginal manu- 
facturers may show sizable prof- 
its for a brief period, which will 
disappear once the cream is off 
and the bulk of deferred demand 
has been met. The best invest- 
ment mediums in both fields are 
the shares of those established 
companies with a background of 
satisfactory earnings and whose 
activities are diversified to em- 
brace other fields as well. It 
might also be well for the inves- 
tor to bear in mind that the pres- 
ent favorable outlook for these 
two industries may not bear tan- 
gible fruit until well along in 
1946. Marked expansion in the 
frozen foods field will not take 
place until after acreage for the 
1946 packs is contracted for by 
established processing companies. 
Moreover, these companies will 
continue to furnish large supplies 
to military and naval forces for a 
time yet. As for new refrigera- 
tion equipment it may require 
from six months to a year before 
it becomes available in any con- 
siderable quantity. 


Outstanding Companies 

Companies prominently identi- 
fied with the frozen foods indus- 
try and others likely to play a 
leading role in its future growth 
are briefly discussed below: 

Through’ its Birdseye-Snider 
division, GENERAL FOODS is 
credited with close to 40 per cent 
of the country’s frozen food sales. 
The company has behind it a long 
record of consistent growth and 
may be counted on to share prom- 
inently in future expansion of 
frozen foods industry. 

STOKELY-VAN CAMP distri- 
butes the Honor Brand frozen 
foods, and these account for about 
8 per cent of total sales. Volume 
has grown steadily and further 
expansion appears certain. 

Thus far STANDARD BRANDS 
has remained aloof from the 
frozen foods field, but recently it 
has been officially hinted that the 
company may enter the retail 
field. Already doing business with 
some 100,000 retailers, the com- 
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pany might become a major fac- 
tor in a comparatively short time. 

Rated the largest food packer 
in the country, LIBBY, McNEIL 
& LIBBY has confined its activ- 
ity in frozen foods to research 
and experimentation. It would not 
be surprising if it takes a more 
aggressive position in the not dis- 
tant future. The company’s estab- 
lished brand names would insure 
a strong competitive position. 

Although the above companies 
are by no means the only ones 
with a stake in frozen foods, their 
present and probable future sta- 
tus can be most readily evaluated. 
Other possible entries into the 
field include some of the leading 
grocery chains, processors of 
dairy products and meat packers. 

The list of the companies with 
an important interest in the re- 
frigeration industry is somewhat 
larger and includes some of the 
prominent manufacturing enter- 
prises in the country. 

GENERAL MOTORS, through 
its Frigidaire Division, GEN- 
ERAL ELECTRIC and WEST- 
INGHOUSE ELECTRIC are 
among the leading manufacturers 
of household refrigeration and, 
by the same token, may be ex- 
pected to be ready with a full line 
of household freezing cabinets 
and commercial refrigerators. 

The Kenvinator division of 
NASH-KELVINATOR was cred- 
ited with 15 per cent of the elec- 
tric refrigerator market in 1941. 
Company is competitively aggres- 
sive and knows how to turn sales 
into profits. , 

The Norge division of BORG- 
WARNER is equipped to manu- 
facture both industrial and house- 
hold refrigeration equipment of 
all kinds. The company plans to 
expand Norge plant facilities and 
no undue reconversion difficulties 
are likely to be experienced. 

A line of household freezers 
and refrigerators by PHILCO 
CORP., is already in production, 
practically all of the company’s 
war contracts having been can- 
celled. Facilities for the manufac- 
ture of refrigerators have been 
expanded to produce twice as 
many units as in 1941. The com- 
pany also produces and sells the 
largest number of radio receiving 
sets for home use. 

CARRIER CORP. is a promi- 
nent manufacturer of equipment 
used for air conditioning, refrig- 
eration and industrial heating. 
Valuable patents are held. The 
company’s Blast Freezer is re- 
puted to be one of the fastest and 
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most efficient systems for quick 
freezing of foods. With demand 
for both freezing and air condi- 
tioning equipment promising 
marked post-war expansion, the 
company has a double-barreled op- 
portunity. 

YORK CORP. specializes in the 
manufacture of ice machinery, air 
conditioning, and _ refrigeration 
equipment. No household refrig- 
erators are produced. Pre-war 
record was mediocre but peace 
time opportunities are good. The 
company is intensely interested in 
manufacture of quick freezing 
equipment. 

Deepfreeze division of MOTOR 
PRODUCTS CORP. has been one 
of the pioneers in the develop- 
ment of freezing cabinets for 
home use. Company plans to ex- 
pand facilities for the manufac- 
ture of these cabinets and offi- 
cials of the company have been 
credited with anticipating that a 
market for 5,000,000 of these 
units will develop in the post-war 
years. 





How Companies Fare Under 
War Contract Cancellation 





(Continued from page 718) 


to measure potentials by reported 
civilian orders already booked 
would mean little. Fact is that 
the sudden ending of the war and 
the attendant huge military can. 
cellations merely hasten the re- 
turn of most concerns to condi- 
tions where on a much smaller 
volume wider profit margins and 
tax relief may actually enhance 
net profits, and although labor dif- 
ficulties will have to be smoothed 
out, no consternation marks the 
end of military production. Rather 
the abruptness of the termina- 
tion impact is generally regarded 
as fortunate in that it permits 
accelerated return of a normal 
and prosperous era. The steel in- 
dustry, for example, has few re- 
conversion problems and from 
Pittsburgh comes word that since 
the Japanese surrender, in spite 
of enormous military cancella- 
tions, for every four tons of steel 
now unwanted by the Govern- 
ment, five tons have been ordered 
for civilian use. True, some of the 
latter represent duplications, but 
net orders tend to offset the rap- 
idly shrinking military demand. 

Among the makers of farm 
equipment, International Harves- 
ter Co., the leader, reports that 
all orders for military production 








45-Year Chart of 
STOCK PRICES 


PECIAL UNITED OPINION Re- 
port presents a new 2-page Chart 
of the Dow-Jones Industrial Averages 
from 1900 to date, clearly picturing the 
rice action in the transition period fol- 
owing World War I and the subse- 
quent inflationary boom—a record of 
timely interest to business men and 
investors. 

Chart also includes the trend of Bond 
prices, Commercial Paper, Business Ac- 
tivity, and Commodity Prices for the 
same period. 


This valuable Chart, and the latest 
issue of our 12-page Business and 
Investment Service will be sent gladly 
without obligation. 


Send for Bulletin MW -86 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston 16, Mass. 














International 


MINERALS & CHEMICAL 
CORPORATION 


General Offices 
20 North Wacker Drive, Chicago 


* 
A Dividend was declared by the 
Board of Directors on September 6, 
1945 as follows: 


4% Cumulative Preferred Stock 
14th Consecutive 


Regular Quarterly Dividend 
of One Dollar ($1.00) per share 
Payable September 29, 1945 to stock- 
holders of record at the close of 
business September 21, 1945. Checks 
will be mailed. 
ROBERT P. RESCH 


Vice President and Treasurer 
* 


Mining and Manufacturing 
Phosphate © Potash © Fertilizer * Chemicals 











PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 


Common Stock Dividend No. 119 


A cash dividend declared by the Board 
of Directors on September 12, 1945, 
for the third quarter of the year 1945, 
equal to 2% of its par value, will be 
paid upon the Common Capital Stock 
of this Company by check on October 
15, 1945, to shareholders of record at 
the close of business on September 28, 
1945. The Transfer Books will not be 
closed. 








E. J. Becxetr, Treasurer 


San Francisco, California 

















have been cancelled, and that al- 
though 47% of sales during the 
first nine months of 1944 were to 
the Armed Services, demand from 
dealers for normal products is so 
strong that they will strain ca- 
pacity output. 

- Among manufacturers of rail- 
way equipment, reported backlogs 
of a civilian character running to 
substantial sums appear to be the 
general rule, the respective vol- 
ume for American Locomotive be- 
ing $118 million after $26 million 
cancellations; nearly $94 million 
for American Car and Foundry 
although orders for Lend-Lease 
have been largely cancelled; and 
Pullman-Standard Car Co. has a 
backlog of over $70 million still 
on the books. 

Contract terminations of Ze- 
nith Radio exceeding $46.4 million 
at last report caused little worry 
as zealous dealers had already 
poured in orders for some $60 
million worth of regular products. 
Foster-Wheeler, important in the 
pump field, reports a civilian 
backlog of $29 million which 
pretty nearly offsets contract ter- 
minations by the Government. 
Bendix Home Appliances, of late 
heavily in war work, gives no def- 
inite figures as yet, but announces 
that over one million household- 
ers have stated intentions to pur- 
chase their washing machines. In 
a similar indefinite but construc- 
tive category is Minneapolis- 
Honeywell, enjoying a_ backlog 
which will exceed 30% of prewar 
volume within a few weeks time. 

As shown on the accompanying 
table, the contract cancellations 
viewed against last vear’s sales 
have assumed very considerable 
proportions. In the majority of 
cases, remaining war contracts 
are but a small fraction of both, 
former order backlogs and 1944 
volume. Normally such a contrac- 
tion would be little short of catas- 
trophic. In the present instance, 
it is merely a temporary and by 
no means unexpected phase that 
—excepting purely war industries 
such as aircraft. shipbuilding and 
ammunition—will be aquicklv and 
effectively overcome by return to 
normal activities. 





Postwar Markets Over 
Past Century 





(Continued from page 693) 


output has been for war as 
against only some 25% in 1918, 
price control has been far more 
effective than during the First 
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World War. Indeed, most of it oc- 
curred between 1939 and Decem- 
ber, 1941, when we were not at 
war. Since then and to the end 
of the war, control of everything 
except farm prices has been phe- 
nomenally successful. All of these 
differences have stock market im- 
plications, as we shall discuss 
more fully ‘hereafter. 


| Will History Repeat? 


Since the question is whether 
history may repeat, and since we 
have already noted that no two 
business cycles are alike, there is 
no point in discussing individu- 
ally the numerous economic ups 
and downs depicted on the accom- 
panying long term chart. How- 
ever, a few words on the earlier 
war and postwar history of the 
stock market are in order. 

First, the further back you go, 
the less useful this history be- 
comes in any attempt to apply the 
lessons of past experience to the 
problems of today. Obviously, our 
present economy is more compar- 
able with that of the First World 
War and its postwar aftermath 
than with that of Civil War 
times, or of the War of 1812 or 
the Independence War of 1776. 
And when you go back very far 
you get a radical difference in 
the composition of the stock 
market. 

For instance, the _ earliest 
“stock market” that it is possible 
to chart was really a market for 
a very few canal, bank and in- 
surance stocks. There were no 
railroads; and manufacturing en- 
terprises were both small and 
family-owned. In the accompany- 
ing chart, the “stock prices” of 
1857 through 1870, covering the 
Civil War and a substantial post- 
war phase, were those of 26 rail- 
road stocks. Hence, the market 
record of that period may be an 
accurate reflection of what inves- 
tors and speculators thought was 
happening to, or in store for, the 
railroads, but it surely can be 
considered of less than complete 
accuracy as an _ indicator, or 
barometer, of change in the na- 
tional economy. 


Instead of noting, then, that 
“the market” went up during and 
until fairly near the end of the 
Civil War and declined for nearly 
two years thereafter, let’s say 
railroad stocks had that pattern. 
Beginning with 1871, the graph 
is more broadly reliable, being 
based on the All Stocks index 
prepared by the Cowles Commis- 
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sion for Economic Research, while 
from 1918 on.it.is, with adjust- 
ments, the Standard & Poor’s in- 
dex of 419 stocks. In the complete 
form, as presented with this ar- 
ticle, the chart is the work of 
Mr. Leonard Ayres, published by 
courtesy of the Cleveland Trust 
Company, 


.:vThough the market normally 


moves, in gear with the economic 
eyele, with a time lead, it does 
not. always do so. When it is in 
gear with the business trend, the 
degree of rise or decline often is 
“out of line’ with the actual 
change in business conditions and 
corporate earnings. This is not 
only because stock prices are af- 
fected by money rates and money 
supply—as well as by earnings 
and dividends, but, above all, be- 
cause the greatest and most un- 
predictable shifts of all are in 
that non-statistical thing called 
“sentiment.” This can be influ- 
enced by what monied people 
think of a President’s ideological 
“soundness,” or the lack thereof, 
or even by his manrters and 
speech! One of the writer’s ana- 
lyst friends has put it in the apt 
verse: “Stocks are neither high 
nor low; ’tis only thinking makes 
them so.” 


Postwar Boom of 1870 


For example, there was a 
postwar business boom running 
through 1870, 1871 and into the 
forepart of 1872, following five 
years in- which business held 
close to calculated normal with- 
out depression or boom. Over 
both of these periods the stock 
market did little more than drift 
sidewise. The trend was down 
from the end of 1871 to mid-1876, 
in line with the secondary post- 
war depression. It then turned up 
about 18 months ahead of busi- 
ness on monetary considerations, 
anticipating the gold-resumption 
prosperity of the early 1880’s. 

In the secondary postwar boom 
of the 1920’s—the “New Era” 
prosperity—business did not rise 
any further above normal, allow- 
ing for long term national 
growth, than it had done in vari- 
ous previous expansion periods. 
Yet the stock market, after 1926, 
“went crazy.” An easy money 
policy, release of investment 
funds by reduction of the Federal 
debt and the politics of “nor- 
malcy” had much to do with it, 
but can’t be a full explanation. 
A completely rational expianation 
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is no more possible than it is of 
the historical Tulip Craze or of 
the Mississippi Bubble. 

“Psychology,” rather than the 
trend of industrial production or 
of earnings and dividends, has 
been the dominant influence in 
the market over the past five or 
six years. Average stock prices 
had a violent decline between the 
spring of 1940 and that of 1942, 
anticipating war and war taxes, 
though business volume and 
earnings were rising spectacular- 
ly. Much of the subsequent mar- 
ket rise occurred after produc- 
tion had passed its peak and 
aggregate earnings were stabil- 
ized. There has recently been a 
sharp further rise, though pro- 
duction and employment are de- 
clining steeply. 


Motivation 


Itis increasingly hard to imagine 
when this market might get back 
in gear with the business cycle, 
on which usually the larger fluc- 
tuations in total corporate earn- 
ings depend. The composite aver- 
age is within fair striking dis- 
tance of the 1937 bull market 
high, the motivation being not 
current business and earnings 
but (1) huge money supply and 
“inflationary sentiment’; (2) 
promise of repeal of the excess 
profits tax for 1946; and (3) 
hopes of a boom-time level of 
civilian business activity (said 
hopes buoyed by optimistic War 
Production Board forecasts) as 
early as next June. 

In the writer’s view,:we do not 
have indications pointing to a 
typical postwar pattern in either 
economic activity or the stock 
market. We are not having a few 
initial months of hesitation in 
either, for the market has risen 
since the war, whereas the post- 
Armistice trend in 1918 was mod- 
erately, but quite appreciably, 
downward; while aggregate in- 
dustrial activity is declining 
much more sharply than it did 
in the initial weeks of peace in 
November-December, 1918. 

It is to be doubted that we are 
going to have an early postwar 
commodity speculation and inven- 
tory inflation at all comparable to 
that of 1919 and early 1920, the 
collapse of which was the key 
phenomenon in the 1920-1921 
“primary postwar depression.” 
This is partly because of con- 
tinuing Government restraints, 
partly because business men have 
not forgotten the lessons of 1919- 
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1921: Therefore, unless caused by 
quite unpredictable troubles, it 
appears that we probably will es- 
cape the “primary postwar de- 
pression” altogether, with the re- 
conversion low in production to 
be seen either within this year or 
very early in 1946. As one strik- 
ing indication of the speed of the 
transition—and a thing no one 
would have thought possible six 
weeks ago—the postwar slump in 
the steel industry appears to have 
lasted less than a month, for the 
operating rate already is trending 
up again, many plants are ham- 
pered by short labor supplies 
and demand for consumer-goods 
steels exceeds capacity for mak- 
ing these types. 


In short, the present evidence 
suggests that 1946 probably will 
be the beginning of the pro- 
tracted postwar prosperity, based 
on deferred consumer needs and 
large export demands, which 
many economists have long been 
forecasting and which the stock 
market has long been discount- 
ing. At least, this time one should 
allow for the possibility of the 
whole typical postwar sequence 
being telescoped in time pattern, 
so to speak. Moreover, the coun- 
try’s productive capacity is now 
so great that backlog consumer 
and export needs may be filled in 
fewer years than many of the 
— optimistic forecasts allow 

or. 


During much of the postwar 
prosperity of the 1920’s the in- 
vesting-speculating public had 
remarkably few inhibitions. It 
wasn’t thinking of politics in 
terms of Left or Right, nor was 
it nearly so conscious of profit- 
margin questions as it is in these 
days of ascendant economic-po- 
litical power of organized labor. 
Sure, there could be reactions— 
but private enterprise was on its 
way, with nearly unlimited vis- 
tas. It was the New Era. 


How likely is it that such a 
mood will be recaptured? In the 
writer’s opinion, the possibility 
of the market reaching an ex- 
treme well above the 1937 aver- 
age high depends more on infla- 
tion potentials than basic capital- 
ist confidence. The potentials are 
there, for a balanced Federal 
budget is not in sight and debt 
financing via bank credit will con- 
tinue to inflate the money supply 
for an unforeseeable time. Other 
things being equal, a further long 


term depreciation in the purchas-_ 


ing value of the dollar would 








BOTTLED IN BOND 


100 PROOF 


@ Flavor and sparkle and mellowness 
are the delights of Old Grand-Dad— 
one of the finest old bourbons that 
ever caressed your tongue. For that 
next get-together, count the Head of 
the Bourbon Family among your most 
favored guests. 


KENTUCKY STRAIGHT BOURBON WHISKEY 
100 Proof—Bottled in Bond—4 years old 
National Distillers Products Corp., N. Y. 











LOEW’S INCORPORATED 


“THEATRES EVERYWHERE” 
September 11, 1945 
THE Board of Directors on September 
10th, 1945 declared a quarterly dividend 
of 37\%c per share on the outstanding Com- 


mon Stock of the Company, payable on the 
29th day of September, 1945 to stock 
holders of record at the close of business 
on the 21st day of September, 1945. Checks 
will be mailed 


DAVID BERNSTEIN, 
Vice President & Treasurer 








THE WESTERN UNION TELE. CO. 
THE WESTERN UNION 
TELEGRAPH CO. 
DIVIDEND No. 274 
A dividend of 50 cents a share on the 
Class A stock of this company has been de- 
clared, payable October 15, 1945, to stock- 
holders of record at the close of business on 

September 21, 1945. 
G. K. HUNTINGTON, Treasurer. 
September 11, 1945 
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DIVIDEND 


The Board of Directors has declared 
a quarterly dividend of 50c per share 
on the outstanding stock of the Com- 
pany, payable October 31, 1945 to 
stockholders of record at the clese uf 
business on October 15, 1945, 
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seem certain. But other things 
may not. be equal. While there 
will be pressure for higher prices 
in money supply and labor de- 
mands, there may in due time be 
pressure for lower prices as a re- 
sult of enlarged industrial capaci- 
ty, advanced operating  tech- 
niques, competition, over-produc- 
tion of consumer goods. How this 
balance will work out is impossi- 
ble to predict now. However, no 
one should be greatly surprised 
if backlog consumer goods, with 
the exceptién of automobiles and 
building, are in, or within sight 
of, a buyers’ market by the end 
of next year. 

In 1916-1919 the stock market 
rose greatly, motivated mainly 
by then current conditions or 
nearby prospects—not discount- 
ing a lengthy postwar business 
boom. In the main, though with 
some exceptions, “war babies” 
were the most spectacular per- 
formers. War and peace stocks 
went down together in the bear 
market of 1920-1921. By the end 
of 1923, peace stocks were far 
above their wartime highs, war 
stocks nearly 40% below theirs. 

Contrast this with the present 
situation. We are now in the 
fourth year of a great bull mar- 
ket. Aside from money supply, 
it has been rationalized not on 
the basis of wartime considera- 
tions, but on postwar business, 
tax relief and higher earnings. 
In short, it could be said that the 
postwar boom in the stock mar- 
ket was running during the last 
three years or so of the war, 
paradoxical as that might seem. 
That thought is borne out by se- 
lectivity indications, for peace 
stocks have led this bull market 
throughout and war stocks, rela- 
tively, have lagged. 

After the excess profits tax is 
repealed, there will be nothing 
else in the tax vista for the mar- 
ket to “go for” for a long time. 
This may be the situation in a 
couple of months. After the con- 
sumer goods industries have 
reached their recovery plateau, 
even though it be held for sev- 
eral years, there will not be any 
prospect of continuing rise in vol- 
ume and earnings. That might 
substantially be the fact within 
the second half of next year— 
and just as the market has been 
discounting postwar prosperity 
many months in advance, it may 
begin to give heed to these 
less bullish considerations some 
months in advance of their tan- 
gible development. 
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Finally, if the market begins 
to fret about what will happen 
in business—and in the institu- 
tions of government—after the 
catching-up boom has run its 
course, and to do it a couple of 
years before the boom is over, 
that would be no more paradoxi- 
cal, when you stop:to think about 
it, than the spectacle of a great 
“postwar bull market” during the 
war. 

To sum up, past experience and 
existing economic-financial fun- 
damentals point to an extended 
period of high postwar business 
activity. It appears likely to de- 
velop more quickly than after 
past wars and without an inter- 
vening tailspin at all comparable 
to that of 1920-1921, though the 
immediate reconversion phase 
will involve a few months of 
sharply lower industrial produe- 
tion but only relatively moderate 
shrinkage in over-all business ac- 
tivity. There is some question 
about operating margins. Both 
volume and earnings might reach 
a plateau fairly early in the post- 
war boom period, in that respect 
differing from experience after 
the last war. The stock market, 
led by peace stocks, has had a 
goodly part of its “postwar rise” 
during the war. Inflation pres- 
sures may work one way—con- 
siderations of huge production, 
growing competition and Govern- 
ment policy might work the other 
way. Thus, past postwar experi- 
ence seems a less reliable guide 
on the market than on business 
activity. 





Investment Audit of 
Technicolor 





(Continued from page 711) 


made ample provision for funds 
with which to meet its objectives, 
finance its operating require- 
ments and assure liberal treat- 
ment of stockholders. That full 
use of the increased facilities will 
be made seems likely, as in spite 
of its rapidly expanding volume 
in 1944, only 7% of the 426 films 
produced last year by the movie 
industry used color, and only 
about one-third of the high-cost 
pictures could or would fall in 
with the color parade. Time may 
come, of course, when only news 
reels stick to black and white, 
and then for the sole reason that 
speed in developing will be the 
determinant factor. So rapid may 
be the rush from now on for 
color that Technicolor, Inc. frank- 


ly expresses a hope that compe- 
tition may develop to hasten the 
process and ease the strain upon 
its own efforts to meet demand, 
_ A strong ally of Technicolor in 
its march to fame has been East- 
man Kodak Co., which supplies 
the company with film. So close 
are the working arrangements 
between the two concerns that 
they have a cross-licensing agree- 
ment covering the use of various 
patents and another contract as- 
suring an unusual degree of co- 
operation in the fields of research 
and development. A more poten- 
tially valuable technical alliance 
than this would be hard to im- 
agine, and in providing a depend- 
able source for raw film the 
arrangement provides particular 
benefits. Now that wartime film 
quotas hae been lifted, the movie 
industry has been stimulated to 
expand the production of impor- 
tant pictures employing color, 
and confidence in ability to se- 
cure ample supplies of essential 
materials is the basis of Techni- 
color’s own expansion program. 


War Improvements 


Research during war has 
evolved many improvements in 
color photography, perhaps the 
most important of which is Tech- 
nicolor’s new monopack film 
which can be used in any studio 
equipped with the usual cameras 
for black-and-white. The hard 
struggle for supremacy by color 
has been prolonged in the past 
by costs three times those of the 
ordinary black-and-white process, 
the need for using expensive 
cameras manufactured by Tech- 
nicolor, as well as its expert cam- 
eramen, the total burden being 
heavy. To date, only four pictures 
have been produced with the 
monopack, but indications are 
strong that its adoption will be 
far-reaching and tend to hasten 
the general use of color, now that 
cost factors are becoming less 
important. Other similar im- 
provements are “in the works” 
and many more are likely to be 
developed as Technicolor plans 
aggressive research expansion 
both at home and in foreign coun- 
tries. If these scientific efforts 
warrant further price reductions, 
sales potentials will brighten cor- 
respondingly, although  experi- 
ence has taught movie producers 
that high costs of color films are 
largely offset by increased box 
office receipts and lengthened 
runs. 
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Technicolor’s 1944 balance sheet 
provides an interesting study, due 
to the unique character of the 
business. The capital structure is 
extremely simple, consisting of 
1.5 million authorized no par 
shares of which 904,538 14 shares 
are outstanding. While no senior 
securities of any kind existed as 
of December 31, 1944, $2.5 mil- 
lion serial bank loans, previously 
mentioned, will be issued in due 
course to finance an increase in 
facilities. Terms of this borrow- 
ing are not available but in view 
of the easy money market, annual 
service charges should not be un- 
duly burdensome, without allow- 
ing for the added earnings poten- 
tials provided. Assuming an in- 
terest rate of 3%, 1944 net earn- 
ings of $859,000 would cover 
maximum interest charges of 
$75,000 about eleven times over. 
Provided no decline in earnings 
sets in during future years, to re- 
tire the principal over, say, a ten 
year period would be fairly simple. 


Assets 


Working capital of $4.4 mil- 
lion at the end of 1944 compares 
with a meagre $200,000 in 1932, 
the gain representing an uninter- 
rupted build-up in every year 
since 1936. Of $6.68 million cur- 
rent assets, $3.5 million is rep- 
resented by cash and $1.7 mil- 
lion by Government obligations, 
while accounts’ receivable of 
$832,279 equal only 7.6% of 
gross sales amounting to $11.1 
million, an exceptionally low per- 
centage compared with ordinary 
industrials. Inventories are car- 
ried at only $596,000, a signifi- 
cantly low figure relative to vol- 
ume. Accounting for this unusu- 
ally strong current asset position 
is the fact that sales of services 
as well as goods swell volume, 
thus minimizing the danger of 
inventory losses inherent in most 
resources are substantially in- 
creased by deposits required of 
enterprises. Furthermore, cash 
customers when orders are ac- 
cepted, advance payments of this 
sort amounting to $499,342 or al- 
most equal to total inventory. 

Current liabilities of $2.27 mil- 
lion include $1.27 million due for 
taxes and a moderate $501,000 
of accounts payable, plus the cus- 
tomers deposits mentioned above. 
Bank lines of credit, therefore, 
are wide open and current ratio 
stands at 3 to 1. True, this ratio 
in some past years has been as 
high as 6.9 and with the excep- 
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tion of 1944 has never fallen be- 
low 4.3 to 1 since 1936, a con- 
sistently favorable record, but 
working capital requirements of 
the company are ample and its 
current liabilities shrink with 
surprising speed in dull years; 
even in the dismal year of 1932, 
when working capital shrank to 
around $200,000, a current ratio 
of 2.4-1 was achieved, highlight- 
ing the extreme elasticity of op- 
erations. 

Although Technicolor made 
prints on a wide range of sub- 
jects for many Governmental de- 
partments during the war, its 
record volume of $11.1 million in 
1944 is unlikely to shrink under 
the impact of peace, for normal 
business should strain capacity, 
as has been pointed out, and no 
transitional lapse should occur 
now that adequate supplies of 
film are available. For the past 
seven years, net earnings have 
hovered consistently around the 
$1 million mark, averaging about 
$1.10 per share, except in 1942 
when both volume and net suf- 
fered considerably under the 
early shock of war as film sup- 
plies became abruptly scant. 


Between rising costs, taxes and 
voluntary reductions in price, net 
earnings while fairly stable have 
by no means been commensurate 
with consistent volume gains, not 
only during the war but for the 
past nine years. During this pe- 
riod the trend of profit margins 
to narrow has been significant, 
the percentage of operating prof- 
its to sales declining from a high 
of 29.4% in 1936 to 15% in 1944. 
Indubitably, the decline is attrib- 
utable partly to rising wage 
costs, as the company is highly 
unionized and employee relations 
have been maintained on an ex- 
ceptionally harmonious basis, and 
partly to company policies to gain 
volume by periodic reductions in 
price. But sales expenses are unu- 
sually low, amounting to less than 
1% of sales and overhead ab- 
sorbs only 5% of gross revenues. 
All in all, compared with other 
enterprises, current profit mar- 
gins are fairly satisfactory and 
as volume expands in postwar, 
may show considerable improve- 
ment. 


Net earnings of Technicolor 
have not been as drastically re- 
stricted by excess profits taxes as 
has been the case with many 
other concerns, although coming 
relief from EPT might increase 


net by about $330,000, or about: 
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you to believe that we 

offer an open sesame to successful market 
operation—or tips—or a lot of high-sound- 
ing pronouncements about the effect of peace 
on all securities . . . please read no further. 
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“Looking Ahead 50 Years.” Mr. Babson 
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and makes 19 predictions for the future, 
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inflation. 
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subscription for the DIGEST today. 
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36 cents per share, if the tax 
rates were reduced to a straight 
40%. As last year’s reported net 
earnings were 95 cents per share, 
such a gain would produce a net 
of $1.31. Dividends from 1937 
through 1941 ranged from 75 
cents to $1 per share, dipping 
to 25 cents in 1942 and main- 
tained at 50 cents in 1943 and 
1944. But during the current 
year, 25 cents quarterly has been 
paid thus far and this rate is 
likely to be continued, due to 
well sustained earnings, a strong 
treasury position and the promis- 
ing outjJook. 

At recent price of 23, Techni- 
color shares have generously dis- 
counted near-term growth poten- 
tials, but if the $1 dividend be- 
comes well assured, as now ap- 
pears probable, the yield of 4.2% 
is attractive and in the longer 
range might well increase, thus 
enhancing possibilities of further 
appreciation. The low book value 
of $7.50 per share has little sig- 
nificance in the case of this con- 
cern, as net earnings are the pre- 
dominant factor, and these in 
turn are derived in substantial 
measure from services. Compared 
with:a low price of 614 in 1940, 
the rise to a high of 2514 in 1945 
has been nearly 300% and con- 
siderable volatility has marked 
the record of these shares which 
are traded on the New York 
Curb Exchange. Though ade- 
quately priced in relation to cur- 
rent earnings, they are not with- 
out longer range speculative 
merit, considering the company’s 
assured future and growth po- 
tentials. 





Analysis of C. & O. 
Merger Plan 





(Continued from page 709) 


$3.50 a share on the common 
stock. The new preferred would 
have equal voting power with the 
common. 

In creating the preferred 
equity, Chesapeake directors real- 
ized the need for substantial com- 
pensation for the large accumu- 
lations on Nickel Plate and Pere 
Marquette preferreds. That there 
will be opposition to the merger 
proposal from holders of these 
senior stocks is certain, but the 
fact remains that not only Nickel 
Plate preferred, but both classes 
of Pere Marquette preferred 
shares are selling at good dis- 
counts from indicated exchange 
values, allowing a price of 100 to 
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105 for the new C. & O. preferred 


and a price of 50 to 55 for the 
common. 

These stockholders must bear 
in mind the fact that liquidation 
of the existing arrears ($84 on 
Nickel Plate preferred, $36.25 on 
Pere Marquette prior and $70 on 
Pere Marquette preferred), is not 
now feasible, or practicable, ex- 
cept along the lines indicated by 
the unification, even though re- 
cent years have provided large 
earning-power. They must real- 
ize, too, that as C. & O. common 
improves in market valuation, as 
appears highly probable as the 
merger progresses, exchange val- 
ues would be automatically in- 
creased. 

Unlike the preferreds, the com- 
mon stocks of the Nickel Plate, 
Pere Marquette and Wheeling & 
Lake Erie roads, are rather fully 
priced at levels recently prevail- 
ing. But in these cases, also, any 
market strength in C. & O. com- 
mon stock would be automatically 
transmitted to such equities. For 
junior shareholders, the consoli- 
dation proposal is eminently fair 
since it substitutes a sound, divi- 
dend-paying issue for stocks that 
are hopelessly removed from any 
cash return. 

There are, of course, other and 
very interesting aspects to the 
Chesapeake & Ohio merger situa- 
tion. It no longer is any secret in 
well-informed railroad and finan- 
cial circles that the Robert R. 
Young interests, who have ac- 
complished so much for the Alle- 
ghany Corporation which would 
own 7.3% of the outstanding 
C. & O. stock, after the consoli- 
dation, already are drawing their 
blue-print for an even more im- 
portant and far-reaching unifica- 
tion of railroads. 


Possible New York Terminal 


If the present merger is con- 
summated, with the necessary 
approval of the Interstate Com- 
merce Commission, the greater 
C. & O. system, as now projected, 
probably will put into motion 
plans for the absorption of the 
Pittsburgh & West Virginia and 
Delaware, Lackawanna & West- 
ern companies. Addition of these 
lines — particularly the Lacka- 
wanna—would mean a controlled 
traffic outlet to New York and 
the rich adjacent territory, with 
competitive advantages not now 
available. 

Mr. Young, whose mastery of 
the complicated Alleghany situa- 
tion after the Van Sweringen 


debacle, is one of the outstanding 
feats of modern financial history, 
has surrounded himself with rail- 
road executives who not only un- 
derstand their business from 
every aspect but who know all 
about the delicate job of perfect- 
ing mergers along the most bene- 
ficial lines. 





Looking Ahead to Foreign 
Trade 


(Continued from page 699) 
right grant to Britain, or loans on 
exceptionally easy terms may be 
regarded by others as a signal to 
ask for the same treatment, this 
the more so as some of the other 
countries represent far better 
credit risks than Britain. But cer- 
tainly there can be no question of 
our making large-scale grants, or 
non-interest or very low interest 
loans, to all the rest of the world. 

As to Britain, the outlook now 
favors an eventual agreement ac- 
ceptable to both sides. The fun- 
damental goal is to restore world 
trade to a profitable and expand- 
ing basis. 

Even so, the road to freer trade 
—so vital to our own economy— 
will be slow and full of obstacles. 
We may still face new and greater 
impediments in our postwar com- 
mercial policies. These may not 
become fully apparent in the next 
few years, for during that period 
the world trade situation will be 
dominantly influenced by the 
strong import demands of many 
countries, primarily from the 
United States. This being so, they 
are unlikely to handicap their 
position by undue trade restric- 
tions. However, as their situation 
improves, underlying trade re- 
strictions may then become in- 
creasingly operative. Unless such 
tendencies are modified or tem- 
ered in time, world trade may be 
marked by wider use than prewar 
of all kinds of restrictive or dis- 
criminatory arrangements such 
as selective import permit sys- 
tems, restrictive exchange con- 
trols, trade-diverting preferences 
and discriminatory unilateral ar- 
rangements. . 

Hence much spade work re- 
mains to be done to pave the way 
for free, multilateral trade after 
the war. It will be a complex task, 
chiefly to be tackled at the forth- 
coming international commercial 
policy conference. All planning 
for the latter has been postponed 
pending the outcome of the An- 
glo-American talks in Washing- 
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ton. But already, many nations 
are attempting to maneuver into 
advantageous bargaining posi- 
tions prior to the convening of 
the conference. 

Points to be clarified and set- 
tled are numerous. They include 
high import duties, quota systems 
exchange controls, bilateral trad- 
ing and clearing arrangements, 
outright trade preferences, Gov- 
ernmental bulk buying, state 
trading and state directed trad- 
ing, all practices directly opposed 
to the concept of free multilateral 
trade championed by this country. 

Replacing Lend-Lease. 

In the last analysis, the funda- 
mental economic and political pat- 
terns arising from the war are 
virtually certain to dictate the 
final agreements. For the mo- 
ment, the most pressing problem 
is that of finding substitute 
means replacing Lend-Lease aid. 
Without such means, postwar 
trade will be seriously hampered 
and world recovery can be neither 
speedy nor assured. In negotiat- 
ing such arrangements, the Lend- 
Lease debt owed to us is an im- 
portant bargaining point that will 
be used to the utmost to enlist the 
help and cooperation of other 
countries toward elimination of 
trade barriers. While the Lend- 
Lease debt will largely be for- 
given, we shall do so only if trade 
restrictions are lifted. Essen- 
tially, finding a substitute for 
Lend-Lease means shifting over 
to large-scale foreign credits but 
unless these are ultimately re- 
paid, either in money or goods 
and services, the financial drain 
imposed on our national economy 
would hardly be justifiable. Hence 
our effort to combine credits with 
practical moves towards freer and 
broader world trade; only a vigor- 
ous revival of two-way trade will 
enable our debtors to pay us back, 
if not in money then in goods or 
services. 

During operation of Lend- 
Lease, we have built up an annual 
export trade of over $14 billion, 
in contrast to a level of less than 
$3 billion prior to the war and 
some $5 billion in 1941. Almost 
two-thirds of the record-breaking 
1944 export volume — see ap- 
pended tables — went to the 
United Kingdom and _ Russia, 
chiefly in the form of Lend Lease; 
something like 80% of total ex- 
ports consisted of Lend-Lease aid 
to the United Nations. 

If substitute methods of trade 
financing were not found, there 
would be little prospect of ever 
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fall least in a declining market. 
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Haven’s Stock Guide brings you more than 850 common stocks in definite, 
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Choose your stocks from the proper list; check the ones you already own. 


Write today for the fall edition of Haven’s Stock Guide. 


GEORGE HAVEN — Directed Investments, 
501 Traction Building 
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Send $5.00 to— 


Cincinnati 2, Ohio 











again approaching anything like 
this export volume, yet we can- 
not do without a vastly greater 
than prewar foreign trade vol- 
ume unless we prefer to deal with 
problems of permanent unemploy- 
ment at home and serious price 
declines especially of our agricul- 
tural products. Dealing with such 
problems, experience proves, is 
always expensive, quite apart 
from the important sociological 
aspects which certainly cannot be 
minimized. 

Foreign trade is bound to play 
a vital role in our postwar econ- 
omy. Pressures to restrict it are 
strong and vigorous efforts to 
overcome them are necessary. 
Fortunately we are _ holding 
strong cards that promise success 
in our effort towards constructive 
international commercial relation- 
ships. Without the latter there 
can be no prosperous and peace- 
ful world. Without sound foreign 
trade, our own postwar prosper- 
ity would be short-lived. 





Opportunities in Bonds and 
Preferreds 





(Continued from page 719) 


freight and passenger cars. 

The bonds in question are se- 
cured by a first mortgage on the 
company’s two principal plants 
and are outstanding in the amount 
of $7,255,000. The latter figure 
gives effect to the retirement last 
July of $1,000,000 of the issue, at 
the call price of 10214. After July 
1, 1947, the call price drops to 
100. Over the past six years fixed 
charges have been covered on the 
average of better than three 
times. Although the company’s 
business is subject to erratic fluc- 
tuations, prospects at this time 
are favorable for a sustained vol- 
ume of production and profits 


over the next two years or longer, - 


as the railroads replace and renew 
badly worn rolling stock. 
The company’s balance sheet at 


the end of 1944 revealed a good 
financial position. Total current 
assets were in excess of $14,000,- 
000 and included cash of $6,425,- 
000, while current liabilities were 
only $4,400,000. Plants and equip- 
ment were carried at net value of 
$16,048,000. The bonds qualify as 
a business man’s investment. 


As I See It! 


(Continued from page 689) 


ments that are considered demo- 
cratic in the western meaning of 
the term. Boundary questions are 
also perplexing. Russia in turn is 
objecting to Anglo-American in- 
tervention in former enemy coun- 
tries where she has been assert- 
ing her influence. As a result, the 
London conversations now seem 
deadlocked, with Russia enjoying 
a distinct diplomatic edge. 

Having declined to recognize 
the political regimes of Rumania 
and Bulgaria, the United States 
and Britain can hardly negotiate 
peace settlements with these 
countries until internal conditions 
there have been changed to their 
satisfaction. Russia, anxious to 
maintain full control in these 
areas, can and does counter this 
by opposing a settlement with 
Italy, by raising demands which 
can be used as bargaining coun- 
ters in the diplomatic game of 
making the most of her bargain- 
ing strength. 

Fact is that the first great 
peace conference has been going 
quite badly and it is something 
that permits neither unrealistic 
optimism nor indifference, for the 
decisions that eventually will be 
made will have a vital bearing on 
the shape of the world of tomor- 
row. It stands to reason that if 
the Big Five cannot see eye to eye 
on fundamentals, agreements on 
secondary issues mean little. Let’s 
hope that subsequent council 
meetings will benefit from the les- 
sons learned. 
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“Call for 
PuULIP MORRIS" 


o> 


We 
>” New York. N. Y. 
September 19, 1945 


Philip Morris & Co. Led., Ine. 


A regular quarterly dividend of $1.00 
per share on the Cumulative Preferred 
Stock, 4% Series, has been declared 
payable November 1, 1945 to holders of 
Preferred Stock of record at the close 
of business on October 15, 1945. 

There also has been declared a quar- 
terly dividend of 37%2¢ per share on 
the Common Stock, ($5 Par), payable 
October 15, 1945 to holders of Common 
Stock of record at the close of business 
on October 1, 1945. 

Pursuant to a resolution adopted at 
the Stockholders’ Meeting held on July 
10, 1945, no Certificate representing a 
share or shares of Common Stock of 
the par value of $10 each will be recog- 
nized after October 1, 1945, for any 
purpose, until surrendered, and a Cer- 
tificate or Certificates for new Com- 
mon Stock of the par value of $5 
each shall have been issued therefor. 
Holders of Certificates for shares of 
Common Stock of the par value of $10 
each are therefore urged to exchange 
such Certificates, for Certificates for 
new Common Stock of the par value of 
$5 per share, on the basis of two shares 
of new Common Stock $5 par value, 
for each share of Common Stock of the 
par value of $10. 


L. G. HANSON, Treasurer. 
WELLL ddddadda 
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UNITED STATES FOIL COMPANY 
REYNOLDS METALS BUILDING 
RICHMOND 19, VIRGINIA 


PREFERRED DIVIDEND 

A dividend of one dollar seventy-five cents 
($1.75) per share on the cutstanding Preferred 
Stock of this corporation has been declared for 
the quarter ending September 30, 1945, payable 
October 1, 1945, to the holders of such shares of 
— at the close of business September 25, 
The transfer books will not be closed. Checks will 
be mailed by Bank of the Manhattan Company. 

PAUL R. CONWAY, Assistant Secretary 
Dated, September 17, 1945 








Will Commodities Again 
Reflect World Markets? 


(Continued from page 707) 


The real problem is one of 
transportation. The ports of Eu- 
rope have not been able to handle 
much bulk grain and highway and 
rail transportation were very lim- 
ited. Even in the United States 
there have been a number of em- 
bargoes placed on grain ship- 
ments at terminal elevators as 
well as at the ports. Production in 
the two exporting nations in 
North America this season will be 
about 40 percent larger than the 
pre-war average. The United 
States crop is the largest on rec- 
ord. 

Prices in the United States are 
being supported by purchases by 
the Commodity Credit Corp. This 
indicates a higher level of prices 
in the next few months. As soon 
as the Southern Hemisphere crop 
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moves to market, the world price 
should start to decline. Materially 
lower prices are likely in 1946 
when Europe harvests its first 
post-war crop. 

The supply of feed grains in the 
United States this year will be 
the largest on record. The corn 
crop is slightly below a year ago 
but is offset by a large oats crop 
and a large carryover of grain 
compared with last year. The do- 
mestic demand, on the other hand, 
will be smaller than a year ago. 

After an ixitial price reaction 
which will occur when the new 
corn crop moves to market next 
month, prices should hold up bet- 
ter than those of the bread 
grains. The export demand for 
feed grains will be very large in 
the next twelve months since Eu- 
rope is striving to rebuild their 
depleted flocks and herds. 

There is a shortage of fats and 
oils in the United States as well 
as in the world. The worst of the 
situation has been seen and a 
gradual improvement is likely 
from now on. It will be 6 to 9 
months before any price decline 
is likely. 

Once a decline in price sets in 
it will be quite drastic. Lacking 
outside supplies, many countries 
have tried to make themselves 
self-sufficient. Once the Pacific 
Islands are back on an export 
basis there will be a world surplus 
of fats and oils. This will be ac- 
centuated by the greatest whale 
catch on record in the next year 
or two. Europe utilizes whale oil 
for edible as well as soap-making 
purposes. 

The world supply of cotton is 
far above the world demand at 
the present time. The world sup- 
ply of free cotton is about in line 
with the world demand. The dif- 
ference between the two totals 
represents the amount kept off 
the market through Government 
action. 

Cotton is in a more vulnerable 
position than any other agricul- 
tural commodity. Due to political 
action, prices in this country are 
more than 5 cents a pound above 
world levels. No price decline is 
possible in the next few months 
since the Government raises its 
purchase price 5 points every 
month. 

The artificial level at which 
American cotton is selling is 
stimulating production in other 
countries, particularly in South 
America. The high price is also 
encouraging the use of substitute 
fibers. The longer we attempt to 


maintain cotton prices at artifi- 
cially high levels the sharper will 
be the decline. Regardless of price 
trends in the United States, world 
cotton prices should trend down- 
wards within the next few 
months. 

World sugar supplies in 1945 
are the smallest since the start of 
the war. The carryover of world 
stocks was lower in 1943 and 1944 
while this year’s crop in Cuba was 
small. The European crops were 
much smaller last year. Supplies 
in 1946 will be somewhat larger 
than this year but will continue 
short of demand at present prices. 
World sugar prices will be higher 
in 1946 and it will be well into 
1947 before supply and demand 
are again in balance. 

Crude rubber prices will remain 
at a relatively high level for some 
time. We will receive some ship- 
ments from the Dutch East Indies 
and Malaya this year but it will 
be some time before shipments 
return to their pre-war volume. 
Europe will probably outbid the 
United States for the first ship- 
ments, for they are very short 
while we have a large production 
of synthetic rubber. Regardless of 
the fact that our output of the 
later is now far above our pre-war 
consumption of crude rubber, we 
will import a large quantity. Our 
synthetic product is still inferior 
to crude rubber for most uses. 


All in all, the conclusion is jus- 
tified that it may be a long road 
to truly free commodity markets 
especially where surpluses are the 
key factor in the outlook. Domes- 
tically, markets and prices for 
agricultural commodities will 
mainly be influenced by Govern- 
ment action and policy which as 
in the past will tend to limit price 
fluctuation and perpetuate the 
two-price system to maintain our 
exports. In many commodities 
such as wheat, rubber, cotton, tin 
and others, international com- 
modity agreements rather than 
natural demand and supply fac- 
tors will govern not only price but 
commodity movements in impor- 
tant degree. In the broader field 
of industrial raw materials, on 
the other hand, cost factors held 
down by wartime price controls 
would appear to preclude any 
nearby price recession even where 
surplus problems exist. The nat- 
ural tendency there is for at least 
well sustained prices and possibly 
advancing prices to ameliorate 
cost-price squeezes once controls 
are lifted. 
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Have The Forecast Work With You 


To Capitalize on 








Geared To Today’s Markets 


For Protection — Income — Profit 


Short-Term Recommendation for Profit 
Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 
appreciation is indicated. 


Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term profit. Average price under 10. 


Recommendations for Income and Profit . . 
Common sstocks, preferred stocks and bonds 

. . for the employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building .. . 
Common stocks in which you can place moder- 
ate sums for large percentage gains over the 
longer term. Average price under 20. 


Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 


When to Buy . . . and When to Sell . . . You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed . . . when to be entirely 
liquid. ‘ 

Market Forecasts . . . Every week we review 
and forecast the market, giving you our con- 
clusions as to its indicated trends. Dow Theory 
Interpretations are included for comparison. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 


Consultation by Wire and by Mail . . . To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time ... by wire 
and by mail. 


Added Services ... 


Business Service . . . Weekly review and fore- 
cast of vital happenings as they govern the 
outlook for business and individual industries. 


Washington Letter . . . “Ahead-of-the-news’’ 
weekly reports from our special correspondent 
on legislative and political developments weigh- 
ing their effects on business 
and securities. 
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Complete service will start at 
once but date from Nov. Ist. 
Subscriptions to The Forecast 
are deductible for tax purposes. 
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THE INVESTMENT AND BUSINESS FORECAST | 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. | 


Air Mail: (1 $1.50 six months; [] $3.00 
one year in U. S. and Canada. 

Special Delivery: [) $3.50 six months; 
C] $7.00 one year. 
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Coming Volatile Markets 


HROUGHOUT the months ahead, we look for- 
ward to serving you . . . to having you conduct 
through our definite and continuous counsel, a care- 
fully arranged program for market profits . . . and 
gradually establish an investment backlog of securities for growth of 
your income and capital. 
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You will be advised in timing your commitments . . . i” knowing what 
and when to buy and when to sell . . . when to contract or expand 
your position as we gauge important turning points and market move- 
ments. Further, you will be welcome to our extensive consultation 


service to keep your holdings on a sound and profitable basis. 


The Forecast’s Outstanding Record 


In this—our 27th year—we are gratified that the new lower-priced 
Forecast . . . announced 33 months ago... 
investors like yourself throughout the country. We are proud of .. . 


is guiding more and more 


1. Its 1700% increase in clientele. You would be a 
member, as far as we can ascertain, of the fastest 
growing security advisory service in the country. 


2. Its high percentage of subscribers who renew. We 
want to serve you so you will make The Forecast 
a permanent part of your investment program. 

3. Its outstanding record of profit. Every program 
shows good profits for the year. . . 
feel we can maintain and improve. 


a record we 


There is no service in its field more devoted to your interests .. . 
better adapted to today’s rapidly changing conditions . . . than The 
Forecast. It is a source of counsel to which you can turn continuously 
... for your protection and profit. 


You are invited to take advantage of our Special Enrollment Offer 
which provides FREE Service to November 1st. Mail the coupon below 
_.. today. 





FREE SERVICE TO NOVEMBER | 








I enclose [) $45 for 6 months’ subscription; [] $75 for a year’s subscription. 


(Service to start at once but date from November 1, 1945) 
SPECIAL MAIL SERVICE ON BULLETINS 


(0 Telegraph me collect in anticipation of 
important market turning points . F 
when to buy and when to sell. 
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Your subscription shall not be assigned to 
any time without your consent. 


List up to 12 of your securities for our 
initial analytical and advisory report. 
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For Safety... Income... Profit 


You must avoid a ‘do nothing” policy today 














O NCE you build a portfolio suited to your 


personal aims of safety, income and _ profit — 
your work is merely started. 


Especially in the war-to-peace transition pe- 
riod, the dynamic nature of business, finance 
and world affairs requires that investment man- 
agement be a continuing function. Investment 
policies, designed to meet your requirements 
under circumstances existing at this time, must 
be revised as these conditions change. 


Constant reappraisal essential 


Today no list of securities can safely be re- 
tained for an indefinite time. Your holdings 
must be subjected to constant reappraisal if 
results are to be successful now with the rapid 
changes being seen in the fortunes of com- 
panies, industries and governments. 


This is precisely the function of Investment 
Management Service —a function which the 
individual investor rarely has the time, train- 
ing or facilities to perform single-handed, or 
with limited assistance from ordinary sources. 


Act to protect your capital 


No one can foresee future emergencies which 
may arise. Yet, with capable investment coun- 
sel you can be informed promptly of the action 
to take on every issue in your account when 
events of decisive importance occur. 


You need not sit by while significant happen- 
ings impair the value of your portfolio — or 
while opportunities pass you unrealized. 


Investment Management Service can collect the 
facts for you it can interpret and apply 
them to your securities it can supervise 
your invested funds with the same painstaking 
care which you would provide if you had the 
broad facilities, equipment and specialized ex- 
perience of our staff. 


Secure better-than-market results in 1945-46 


Results consistently superior to market action 
have evoked comments from our satisfied clients 
from Providence, R. I., to Karachi, India. The 
head of a trading company renewed for the 
fifth consecutive year of our supervision on 
June 5, stating: 


“In view of the success during the past twelve 
months it is almost needless for me to say that 
I greatly appreciate the facilities you are put- 
ting at my disposal.” 


If your own results have not been to your satis- 
faction — if your present service has not proved 
productive — we invite you to take advantage 
of the special invitation below. 








? 


PECIAL INVITATION . . 


a confidential, preliminary review of your portfolio if it exceeds $20,000 in value 


. without obligation, we offer to send you 





comment- 


ing frankly on its possibilities for capital growth, its income factor and its diversification. 
Your least favorable issues will be specified, with reasons for selling. Merely send us your 
list of holdings and objectives in as complete detail as you care to give. 








INVESTMENT MAS 





90 Broad Street 





A Division of T 


SERVICE 












New York 4, N. Y. 


You'll agree 
its “Mellow asa 
Sunny Morning’ 


Words can’t give you the taste of it. But we think yo 
agree Schenley Reserve does give you an “extra”... 
a “special”, not matched, we believe, in any other 
whiskey you have tasted. Try Schenley Reserve 

... it’s the most widely enjoyed whiskey in 
America today. Blended whiskey 86 proof. 65% g 
neutral spirits. Schenley Distillers Corp., N. Y. C. 











